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PETITIONS  FOR  REVIEW  AND  MOTIONS  TO  INTER¬ 
VENE  IN  THE  UNITED  STATES  COURT  OF  APPEALS 
FOR  THE  DISTRICT  OF  COLUMBIA. 

Petition  for  Review  of  Order  of  the  Civil  j 
Aeronautics  Board. 

[Filed  in  Court  of  Appeals  on  July  16,  1952.] 

Mmtefc  States  Court  of  Appeals 

For  the  District  of  Columbia. 

Robert  Lehman,  Joseph  A.  Thomas  | 

and  Frederick  L.  Ehrmax,  I 

Petitioners,  [ 

v  \  No.  11,500. 

Civil  Aeronautics  Board,  \ 

Respondent. 


To  the  Honorable  Judges  of  the  United  States  Cou£t  of 
Appeals  for  the  District  of  Columbia: 

Petitioners,  Robert  Lehman,  Joseph  A.  Thomas  and 
Frederick  L.  Ehrman,  present  this  petition  for  judicial 
review  of  an  order  entered  by  the  Civil  Aeronautics  Board 
(hereafter  referred  to  as  the  “Board”)  and  in  support  of 
said  petition  respectfully  represent  and  allege  the  follow¬ 
ing: 

I.  | 

The  Nature  of  the  Proceeding. 

Petitioners  seek  review  of  an  order  of  the  Board  in 
certain  proceedings  entitled  “In  the  matter  of  interlocking 
relationships  under  section  409(a)  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  involving  Robert  Lehman,  Joseph 
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A.  Thomas,  Frederick  L.  Ehrman,  Pan  American  World 
Airways,  Inc.,  National  Airlines,  Inc.,  Continental  Air 
Lines,  Inc.”  (Order  Serial  Number  E-6447,  entered  May 
21,  1952,  Docket  No.  3605,  et  al.).  Those  proceedings  are 
described  more  fully  in  Part  II  hereof.  A  true  copy  of  the 
order  of  which  petitioners  seek  review  is  annexed  hereto.* 
Petitioners  pray  for  an  order  of  this  Court  setting  aside 
the  parts  of  said  order  described  in  Part  III  hereof. 

Among  the  questions  decided  by  the  Board  by  its  said 
order  is  the  applicability  to  these  petitioners  of  Section 
409(a)  of  the  Civil  Aeronautics  Act  of  1938,  hereafter 
referred  to  as  “the  Act”,  (49  U.  S.  Code  489(a)).  The 
first  three  paragraphs  of  said  section  provide  that  it  shall 
be  unlawful  unless  such  relationship  shall  have  been 
approved  by  the  Board  upon  due  showing  “that  the  public 
interest  will  not  be  adversely  affected  thereby - 

“(1)  For  any  air  carrier  to  have  and  retain  an 
officer  or  director  who  is  an  officer,  director,  or 
member,  or  who  as  a  stockholder  holds  a  controlling 
interest,  in  any  other  person  who  is  a  common 
carrier  or  is  engaged  in  any  phase  of  aeronautics. 

“(2)  For  any  air  carrier,  knowingly  and  will¬ 
fully,  to  have  and  retain  an  officer  or  director  who 
has  a  representative  or  nominee  u'ho  represents  such 
officer  or  director  as  an  officer,  director  or  member, 
or  as  a  stockholder  holding  a  controlling  interest, 
in  any  other  person  who  is  a  common  carrier  or  is 
engaged  in  any  phase  of  aeronautics. 

“  (3)  For  any  person  who  is  an  officer  or  director 
of  an  air  carrier  to  hold  the  position  of  officer,  direc¬ 
tor,  or  member,  or  to  be  a  stockholder  holding  a 
controlling  interest,  or  to  have  a  representative  or 
nominee  who  represents  such  person  as  an  officer, 
director,  or  member,  or  as  a  stockholder  holding  a 


*  See  page  24,  infra. 
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controlling  interest,  in  any  other  person  who  is  a 
common  carrier  or  is  engaged  in  any  phase  of 
aeronautics.”  (Emphasis  supplied.) 

II.  j 

The  Facts  and  Statutes  Upon  Which 
Jurisdiction  Is  Based. 

Each  of  the  petitioners  is  a  member  of  the  partnership 
known  as  Lehman  Brothers,  which  is  engaged  in  the 
investment  banking  and  brokerage  business.  The  peti¬ 
tioners  and  one  John  Hertz,  another  member  of  the  same 
partnership,  hold  directorships  in  certain  companies  as 
follows : 

Since  1928,  petitioner  Robert  Lehman  has  been  a  direc¬ 
tor  of  the  air  carrier  Pan  American  World  Airways1,  Inc. 
(Pan  American)  and  its  predecessor  companies.  Since 
1948,  he  has  held  the  office  of  director  of  United  Fruit 
Company  (United  Fruit),  which  is  a  surface  carrier,  but 
he  has  not  been  sitting  upon  the  Board  of  that  Company 
during  the  pendency  of  these  proceedings. 

Since  1946,  petitioner  Joseph  A.  Thomas  has  been  a 
director  of  National  Airlines,  Inc.  (National),  an  air 
carrier.  Except  for  a  period  of  three  years  which  he  spent 
in  military  service,  he  has  also  been  a  director  since  1935 
of  the  surface  carrier  American  Export  Lines,  Inc.  (Ameri¬ 
can  Export),  and  its  predecessor  companies.  I 

Since  1947,  petitioner  Frederick  L.  Ehrman  has  been  a 
director  of  Continental  Air  Lines,  Inc.  (Continental),  an 
air  carrier. 

Since  1937,  John  Hertz  has  been  a  director  of  the  air¬ 
craft  manufacturer  Consolidated  Vultee  Aircraft  Corpora¬ 
tion  (Consolidated  Vultee)  and  its  predecessor  companies. 

The  board  instituted  the  aforesaid  proceeding  on 
December  30,  194S  to  determine  whether  any  of  the  mem- 
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bers  of  the  Lehman  partnership  who  serve  as  directors 
of  enterprises  affected  by  Section  409(a)  of  the  Act  are 
or  may  be  representatives  of  other  partners  who  are  direc¬ 
tors  of  air  carriers  and,  if  so,  whether  any  such  relation¬ 
ships  adversely  affect  the  public  interest.  The  Board  also 
consolidated  with  this  proceeding  an  application  by  peti¬ 
tioner  Robert  Lehman  for  approval  of  his  concurrent 
directorships  in  Pan  American  and  United  Fruit. 

A  public  hearing  was  held  before  one  of  the  Board’s 
examiners  and  a  report  was  issued  by  him  on  October  15, 
1951.  On  May  21,  1952  the  Board  entered  an  order,  based 
on  an  opinion  which  generally  adopted  the  findings,  con¬ 
clusions  and  recommendations  of  the  Examiner’s  Report. 

In  its  opinion,  the  Board  found : 

(1)  “That  the  several  partners  of  Lehman 
Brothers  serving  as  directors  of  section  409(a) 
enterprises  act  as  representatives  of  the  other  part¬ 
ners  of  Lehman  Brothers  who  serve  as  directors  of 
air  carriers;” 

(2)  That  “interlocking  relationships  exist  by 
reason  of  the  preceding  finding”  between  certain  of 
such  enterprises  on  which  members  of  the  partner¬ 
ship  serve  as  directors. 

(3)  That  certain  specified  “interlocking  relation¬ 
ships  will  not  adversely  affect  the  public  interest 
and  should  be  approved.” 

(4)  “That  the  following  interlocking  relation¬ 
ships  will  adversely  affect  the  public  interest  and 
should  be  terminated:”  Pan  American  with  National, 
with  United  Fruit,  and  with  American  Export,  and 
Consolidated  Vultee,  with  Pan  American,  with 
National,  and  with  Continental. 

In  its  order,  the  Board  disapproved  the  joint  application 
of  Pan  American  and  petitioner  Robert  Lehman  for 
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approval  of  that  petitioner’s  directorships  in  Pan  American 
and  United  Fruit.  With  respect  to  the  other  disapproved 
relationships,  listed  in  Finding  (4),  supra,  the  Board 
ordered  that  they  be  terminated,  that  the  petitioners  “take 
whatever  action  may  be  necessary  to  effect  such  termina¬ 
tion”  and  that,  within  60  days  from  the  date  of  the  Board’s 
order,  the  petitioners  file  with  the  Board  reports  stating 
the  dates  and  the  manners  in  which  each  such  relationship 
was  terminated.  Upon  application  of  the  petitioners  herein, 
the  Board  by  its  order  dated  July  10,  1952,  stayed  the 
effectiveness  of  so  much  of  its  order  as  had  directed  affirma¬ 
tive  action  by  the  parties,  i.e.,  termination  of  the  relation¬ 
ships  and  filing  of  reports.  This  stay  is  to  become  effective 
upon  filing  of  this  petition  for  review  and  is  to  continue 
in  effect  until  30  days  after  the  filing  of  an  opinion  by 
this  Court. 

With  respect  to  the  approved  relationships,  i.e.,  those 
referred  to  in  Finding  (3),  the  Board  ordered  that  they 
could  continue  but  only  subject  to  the  Board’s  continued 
purported  power  of  regulation. 

This  petition  is  filed  for  review  of  that  order  under 
Section  1006  of  the  Act  (49  U.  S.  Code  646)  and  under 
Section  10  of  the  Administrative  Procedure  Act  of  1946 
(5  U.  S.  Code  1009).  These  statutory  provisions  auth¬ 
orize  this  Court  to  review  the  proceedings  of  the  Board, 
including  the  aforesaid  order  of  May  21,  1952,  upon  a  peti¬ 
tion  for  review  filed  within  sixty  days  after  the  entry  of 
the  Board’s  order.  They  also  authorize  the  granting  of 
interlocutory  relief  upon  good  cause  shown.  Petitioners 
have  “a  substantial  interest”  in  the  order  of  the  Board, 
within  the  meaning  of  Section  1006  of  the  Act.  They  have 
suffered  legal  wrong  because  of  the  Board’s  order  and  they 
have  been  adversely  affected  and  aggrieved  thereby  within 
the  meaning  of  Section  10  of  said  Administrative  Procedure 
Act. 
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III. 

The  Relief  Prayed. 

Petitioners  pray  that  this  Court  review  the  order  of 
the  Board  of  May  21,  1952;  that  it  set  aside  Findings  (1), 
(2)  and  (4)  contained  in  the  Board's  opinion;  that  it  set 
aside  paragraphs  1,  3,  4  and  5  and  the  proviso  contained 
in  paragraph  6  of  the  Board’s  order;  that  it  order  the 
Board  to  approve  the  holding  by  petitioner  Robert  Lehman 
of  the  positions  of  director  of  Pan  American  and  of  director 
of  United  Fruit:  and  that  it  grant  to  petitioners  such  other, 
further  and  different  relief  as  to  this  Court  may  seem  just 
and  proper  in  the  premises. 

IV. 

Points  on  Which  Petitioners  Intend  to  Rely. 

1.  The  Board’s  Finding  (1)  that  the  petitioners  and 
their  partners  who  serve  as  directors  of  * 1  section  409(a) 
enterprises  act  as  representatives  of  the  other  partners  of 
Lehman  Brothers  who  serve  as  directors  of  air  carriers” 
is  based  on  an  erroneous  construction  of  said  Section  409(a) 
of  the  Act  and  exceeds  the  Board’s  statutory  jurisdiction 
and  authority. 

2.  The  Board’s  Finding  (2)  that  interlocking  relation¬ 
ships  exist  between  the  companies  mentioned  therein  is 
based  on  an  erroneous  construction  of  Section  409(a)  of  the 
Act  and  exceeds  the  Board’s  statutory  jurisdiction  and 
authority. 

3.  The  Board’s  Finding  (4)  that  the  alleged  relation¬ 
ships  therein  listed  will  adversely  affect  the  public  interest 
and  should  be  terminated  is  based  on  an  erroneous  con¬ 
struction  of  Section  409(a)  of  the  Act  and  exceeds  the 
Board’s  statutory  jurisdiction  and  authority. 

4.  Each  and  every  part  of  said  Findings  (1),  (2)  and 
(4)  is  arbitrary,  capricious  and  unsupported  by  substantial 
evidence. 
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5.  Paragraphs  3,  4  and  5  of  the  Board’s  order  of  May 
21,  1952  which  direct  the  termination  by  the  petitioners  of 
certain  so-called  “interlocking  relationships”  are  in  excess 
of  the  Board’s  statutory  jurisdiction  and  authority. 

6.  The  proviso  contained  in  paragraph  6  of  the  Board’s 
order,  which  modifies  or  qualifies  the  Board’s  approval  of 
certain  so-called  “interlocking  relationships”,  is  in  excess 
of  the  Board’s  statutory  jurisdiction  and  authority. 

7.  The  Board’s  finding,  that  the  relationship  arising 
from  the  holding  by  petitioner  Robert  Lehman  of  the  posi¬ 
tions  of  director  of  Pan  American  and  director  of  United 
Fruit  will  adversely  affect  the  public  interest,  is  arbitrary, 
capricious  and  unsupported  by  substantial  evidence.  This 
finding  is  also  erroneous  as  matter  of  law,  since  the  Board 
applied  improper  standards  for  measuring  the  effect  of  the 
relationship  on  the  public  interest.  These  standards 
exceeded  the  limits  of  the  Board’s  statutory  jurisdiction 
and  authority. 

8.  Paragraph  1  of  the  Board’s  order,  which  disapproves 
the  joint  application  of  Pan  American  and  petitioner  Robert 
Lehman  for  approval  of  the  relationship  arising  from  the 
holding  by  petitioner  Robert  Lehman  of  said  positions,  is 
arbitrary,  capricious,  unsupported  by  substantial  evidence, 
and  exceeds  the  Board’s  statutory  jurisdiction  and 
authority. 

Dated,  July  14, 1952. 

Respectfully  submitted, 

Whitney  North  Seymour, 

Whitney  North  Seymour, 
Attorney  for  Petitioners, 

120  Broadway, 

New  York  5,  N.  Y. 

Simpson  Thacher  &  Bartlett, 

120  Broadway, 

New  York  5,  N.  Y. 

Of  Counsel. 
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Petition  for  Review  of  Order  of  the  Civil 
Aeronautics  Board. 

[Filed  in  Court  of  Appeals  on  July  17,  1952.] 

UNITED  STATES  COURT  OF  APPEALS 
For  the  District  of  Columbia. 


Pax  American  World  Airways,  Ixc., 

Petitioner, 


v. 


Civil  Aeronautics  Board, 

Respondent. 


No.  11,503. 


To  the  Honorable  Judges  of  the  United  States  Court  of 
Appeals  for  the  District  of  Columbia: 

Petitioner,  Pan  American  World  Airways,  Inc.,  presents 
this  petition  for  judicial  review  of  an  order  entered  by 
the  Civil  Aeronautics  Board  (hereinafter  referred  to  as 
the  “Board”)  and  in  support  of  said  petition  respectfully 
represents  and  alleges  the  following: 

I. 

The  Nature  of  the  Proceeding. 

Petitioner  seeks  review  of  an  order  of  the  Board  in 
certain  proceedings  entitled  “in  the  matter  of  interlocking 
relationships  under  Section  409(a)  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  involving  Robert  Lehman,  Joseph 
A.  Thomas,  Frederick  L.  Ehrman,  Pan  American  World 
Airways,  Inc.,  National  Airlines,  Inc.,  Continental  Air 
Lines,  Inc.”  (Order  Serial  Number  E-6447,  entered  May 
21,  1952,  Docket  No.  3605,  et  al.)  Those  proceedings  are 
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described  more  fully  in  Part  II  hereof.  A  true  copy  of  the 
order  of  which  petitioner  seeks  review  is  annexed  hereto.* 
Petitioner  prays  for  an  order  of  this  Court  setting  aside 
the  parts  of  said  order  described  in  Part  III  hereof. 

Among  the  questions  decided  by  the  Board  by  its  said 
order  is  the  applicability  of  Section  409(a)  of  the  Civil 
Aeronautics  Act  of  1938,  hereinafter  referred  to  as  “the 
Act”  (49  U.  S.  Code  489(a)).  The  first  three  paragraphs 
of  said  section  provide  that  it  shall  be  unlawful  unless 
such  relationship  shall  have  been  approved  by  the  Board 
upon  due  showing  “that  the  public  interest  will  not  be 
adversely  affected  thereby - 

“(1)  For  any  air  carrier  to  have  and  retain  an 
officer  or  director  who  is  an  officer,  director,  or  mem¬ 
ber,  or  who  as  a  stockholder  holds  a  controlling 
interest,  in  any  other  person  who  is  a  common  carrier 
or  is  engaged  in  any  phase  of  aeronautics. 

“(2)  For  any  air  carrier,  knowingly  and  will¬ 
fully,  to  have  and  retain  an  officer  or  director  who 
has  a  representative  or  nominee  who  represents  such 
officer  or  director  as  an  officer,  director  or  member, 
or  as  a  stockholder  holding  a  controlling  interest,  in 
any  other  person  who  is  a  common  carrier  or  is 
engaged  in  any  phase  of  aeronautics. 

“  (3)  For  any  person  who  is  an  officer  or  director 
of  an  air  carrier  to  hold  the  position  of  officer, 
director,  or  member,  or  to  be  a  stockholder  holding 
a  controlling  interest,  or  to  have  a  representative 
or  nominee  who  represents  such  person  as  an  officer, 
director,  or  member,  or  as  a  stockholder  holding  a 
controlling  interest,  in  any  other  person  who  is  a 
common  carrier  or  is  engaged  in  any  phase  of  aero¬ 
nautics.”  (Emphasis  supplied.) 


See  page  24,  infra. 
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II. 

The  Facts  and  Statutes  upon  which  Jurisdiction 

is  Based. 

This  proceeding  involves  the  holding  by  members  of  the 
partnership  known  as  Lehman  Brothers,  which  is  engaged 
in  the  investment  banking  and  brokerage  business,  of 
directorships  in  certain  companies,  as  follows : 

Since  1928,  Bobert  Lehman,  a  member  of  the  firm  of 
Lehman  Brothers,  has  been  a  director  of  the  petitioner  Pan 
American  World  Airways,  Inc.  (Pan  American),  an  air 
carrier.  As  petitioner  is  informed  and  believes,  since  1948 
Mr.  Lehman  has  held  the  office  of  director  of  United  Fruit 
Company  (United  Fruit),  which  is  a  surface  carrier,  but 
has  not  been  sitting  upon  the  Board  of  that  Company  dur¬ 
ing  the  pendency  of  these  proceedings. 

As  petitioner  is  informed  and  believes,  since  1946, 
Joseph  A.  Thomas,  a  member  of  the  firm  of  Lehman 
Brothers,  has  been  a  director  of  National  Airlines,  Inc. 
(National),  an  air  carrier,  and  except  for  a  period  of  three 
years  which  he  spent  in  military  service,  has  also  been 
a  director  since  1935  of  the  surface  carrier  American 
Export  Lines,  Inc.  (American  Export),  and  its  predecessor 
companies. 

As  petitioner  is  informed  and  believes,  since  1947,  peti¬ 
tioner  Frederick  L.  Ehrman,  a  member  of  the  firm  of 
Lehman  Brothers,  has  been  a  director  of  Continental  Air 
Lines,  Inc.  (Continental),  an  air  carrier. 

As  petitioner  is  informed  and  believes,  since  1937,  John 
Hertz,  a  member  of  the  firm  of  Lehman  Brothers,  has  been 
a  director  of  the  aircraft  manufacturer  Consolidated  Vultee 
Aircraft  Corporation  (Consolidated  Vultee)  and  its  pre¬ 
decessor  companies. 

The  Board  instituted  the  aforesaid  proceeding  on 
December  30,  1948  to  determine  whether  any  of  the  mem- 
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bers  of  the  Lehman  partnership  who  serve  as  directors  of 
enterprises  affected  by  Section  409(a)  of  the  Act  are  or 
may  be  representatives  of  other  partners  who  are  directors 
of  air  carriers  and,  if  so,  whether  any  such  relationships 
adversely  affect  the  public  interest.  The  Board  also  con¬ 
solidated  with  this  proceeding  an  application  by  Robert 
Lehman  for  approval  of  his  concurrent  directorships  in 
Pan  American  and  United  Fruit. 

A  public  hearing  was  held  before  one  of  the  Board’s 
examiners  and  a  report  was  issued  by  him  on  October  15, 
1951.  On  May  21,  1952  the  Board  entered  an  order,  based 
on  an  opinion  which  generally  adopted  the  findings,  con¬ 
clusions  and  recommendations  of  the  Examiner’s  Report. 

In  its  opinion,  the  Board  found: 

(1)  “That  the  several  partners  of  Lehman 
Brothers  serving  as  directors  of  section  409(a) 
enterprises  act  as  representatives  of  the  other  part¬ 
ners  of  Lehman  Brothers  who  serve  as  directors  of 
air  carriers;” 

(2)  That  “interlocking  relationships  exist  by 
reason  of  the  preceding  finding”  between  certain  of 
such  enterprises  on  which  members  of  the  partner¬ 
ship  serve  as  directors. 

(3)  That  certain  specified  “interlocking  relation¬ 
ships  will  not  adversely  affect  the  public  interest  and 
should  be  approved.” 

(4)  “That  the  following  interlocking  relation¬ 
ships  will  adversely  affect  the  public  interest  and 
should  be  terminated;”  Pan  American  with  National, 
with  United  Fruit,  and  with  American  Export,  and 
Consolidated  Vultee,  with  Pan  American,  with 
National,  and  with  Continental. 

In  its  order,  the  Board  disapproved  the  joint  applica¬ 
tion  of  petitioner  Pan  American  and  Robert  Lehmap  for 
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approval  of  the  latter’s  directorships  in  Pan  American  and 
United  Fruit.  With  respect  to  the  other  disapproved  rela¬ 
tionships,  listed  in  Finding  (4),  supra ,  the  Board  ordered 
that  they  be  terminated,  that  the  petitioners  “take  what¬ 
ever  action  may  be  necessary  to  effect  such  termination” 
and  that,  within  60  days  from  the  date  of  the  Board’s  order, 
the  petitioner  file  with  the  Board  reports  stating  the  dates 
and  the  manners  in  which  each  such  relationship  involving 
petitioner  was  terminated.  Upon  application  of  Messrs. 
Lehman,  Thomas  and  Ehrman,  the  Board  by  order  dated 
July  10,  1952,  stayed  the  effectiveness  of  so  much  of  its 
order  as  had  directed  affirmative  action  by  the  parties,  i.e., 
termination  of  the  relationships  and  filing  of  reports.  This 
stay  is  to  become  effective  upon  filing  of  a  petition  for 
review  and  is  to  continue  in  effect  until  30  days  after  the 
filing  of  an  opinion  by  this  Court. 

With  respect  to  the  approved  relationships,  i.e.,  those 
referred  to  in  Finding  (3),  the  Board  ordered  that  they 
could  continue  but  only  subject  to  the  Board’s  continued 
purported  power  of  regulation. 

This  petition  is  filed  for  review  of  the  said  order  of  the 
Board  under  Section  1006  of  the  Act  (49  U.  S.  Code  646) 
and  under  Section  10  of  the  Administrative  Procedure  Act 
of  1946  (5  U.  S.  Code  1009).  These  statutory  provisions 
authorize  this  Court  to  review  the  proceedings  of  the  Board, 
including  the  aforesaid  order  of  May  21,  1952,  upon  a  peti¬ 
tion  for  review  filed  within  sixty  days  after  the  entry  of  the 
Board’s  order.  Petitioner  has  “a  substantial  interest”  in 
the  order  of  the  Board,  within  the  meaning  of  Section  1006 
of  the  Act.  It  has  suffered  legal  wrong  because  of  the 
Board’s  order  and  has  been  adversely  affected  and 
aggrieved  thereby  within  the  meaning  of  Section  10  of  said 
Administrative  Procedure  Act.  Petitioner  is  informed  and 
believes  that  a  petition  for  judicial  review  of  the  said  order 
has  been  filed  with  this  Court  by  the  said  Robert  Lehman, 
Joseph  A.  Thomas  and  Frederick  Ehrman. 
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III. 

The  Relief  Prayed. 

Petitioner  prays  that  this  Court  review  the  order  of  the 
Board  of  May  21,  1952;  that  it  set  aside  Findings  (1),  (2) 
and  (4)  contained  in  the  Board’s  opinion;  that  it  set  aside 
paragraphs  1,  3,  and  4(a)  and  the  proviso  contained  in 
paragraph  6  of  the  Board’s  order  (insofar  as  it  relates  to 
paragraph  6  (a)  of  said  order) ;  that  it  order  the  Board  to 
approve  the  holding  by  Robert  Lehman  of  the  positions  of 
director  of  petitioner  Pan  American  and  of  director  of 
United  Fruit;  and  that  it  grant  to  petitioner  such  other, 
further  and  different  relief  as  to  this  Court  may  seem  just 
and  proper  in  the  premises. 

iv.  ! 

Points  on  Which  Petitionee  Intends  to  Rely.  , 

1.  The  Board’s  Finding  (1)  that  the  members  of  the 
firm  of  Lehman  Brothers  who  serve  as  directors  of  “  section 
409(a)  enterprises  act  as  representatives  of  the  other  part¬ 
ners  of  Lehman  Brothers  who  serve  as  directors  of  air 
carriers”  is  based  on  an  erroneous  construction  of  said 
Section  409(a)  of  the  Act  and  exceeds  the  Board’s  statutory 
jurisdiction  and  authority. 

2.  The  Board’s  Finding  (2)  that  interlocking  relation¬ 
ships  exist  between  the  companies  mentioned  therein  is 
based  on  an  erroneous  construction  of  Section  409(a)  of  the 
Act  and  exceeds  the  Board’s  statutory  jurisdiction  and 
authority. 

3.  The  Board’s  Finding  (4)  that  an  interlocking  rela¬ 
tionship  exists  between  petitioner,  Pan  American,  and 
National,  American  Export,  and  Consolidated  Vultee  is 
based  on  an  erroneous  construction  of  Section  409(a)  of  the 
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Act  and  exceeds  the  Board’s  statutory  jurisdiction  and 
authority. 

4.  The  Board’s  Finding  (4)  that  the  relationship 
arising  from  the  holding  by  Robert  Lehman  of  the  positions 
of  director  of  petitioner  Pan  American  and  director  of 
United  Fruit  will  adversely  affect  the  public  interest,  is 
arbitrary,  capricious,  unsupported  by  substantial  evidence, 
and  erroneous  as  a  matter  of  law. 

5.  Paragraphs  o  and  4  of  the  Board’s  order  of  May  21, 
1952,  insofar  as  they  direct  the  termination  by  petitioner 
of  certain  so-called  “interlocking  relationships”  are  in 
excess  of  the  Board’s  statutory  jurisdiction  and  authority. 

6.  The  proviso  contained  in  paragraph  6  of  the  Board’s 
order,  which  modifies  or  qualifies  the  Board’s  approval  of 
certain  so-called  “interlocking  relationships”  between  peti¬ 
tioner  Pan  American  and  other  enterprises  is  in  excess  of 
the  Board’s  statutory  jurisdiction  and  authority. 

7.  Paragraph  1  of  the  Board's  order,  which  disapproves 
the  joint  application  of  petitioner  Pan  American  and  Robert 
Lehman  for  approval  of  the  relationship  arising  from  the 
holding  by  Robert  Lehman  of  said  positions,  is  arbitrary, 
capricious,  unsupported  by  substantial  evidence,  and  erro¬ 
neous  as  a  matter  of  law. 

Dated,  July  17,  1952. 

Respectfully  submitted, 

Cleary,  Gottlieb,  Friendly  &  Ball 
By  Henry  J.  Friendly 

Henry  J.  Friendly 
a  member  of  the  said  firm. 

Attorneys  for  Petitioner, 
Southern  Building, 
Washington,  D.  C. 
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to  Intervene. 

[Filed  in  Court  of  Appeals  on  July  18,  1952.] 

UNITED  STATES  COURT  OF  APPEALS 
For  the  District  of  Columbia  Circuit. 

Robert  Lehman,  Joseph  A.  Thomas  \ 

and  Frederick  L.  E human,  I 

Petitioners,  I 

v.  \  No.  11,500. 

Civil  Aeronautics  Board,  1 

Respondent. 


To  the  Honorable  Judges  of  the  United  States  Court  of 
Appeals  for  the  District  of  Columbl\  Circuit: 

Applicant,  Continental  Air  Lines,  Inc.,  respectfully 
moves  this  Honorable  Court  to  issue  an  order  granting  it 
leave  to  intervene  in  this  judicial  proceeding,  pursuant  to 
Rule  38(c)  of  the  General  Rules  of  the  United  States  Court 
of  Appeals  for  the  District  of  Columbia  Circuit  and  to 
participate  in  all  respects  before  the  Court  in  the  above- 
entitled  case.  In  support  of  this  motion,  Applicant  by  its 
attorneys  respectfully  represents  and  shows  the  Court  the 
following :  | 

1.  Applicant  is  a  Nevada  corporation,  with  its  princi¬ 

pal  offices  at  Stapleton  Airfield,  Denver  7,  Colorado,  and 
is  authorized  to  engage  in  air  transportation  pursuant  to 
a  certificate  of  public  convenience  and  necessity  granted  by 
the  Civil  Aeronautics  Board.  j 

2.  Applicant  was  and  is  a  party  to  the  proceeding  which 
culminated  in  the  issuance  of  the  Civil  Aeronautics  Board 
Order  E-6447  which  the  Petitioners  ask  this  Court  to  review 
and  set  aside. 
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3.  One  of  the  Petitioners,  Frederick  L.  Ehrman,  is  a 
member  of  the  Board  of  Directors  of  Applicant. 

4.  Applicant  will  lose  the  services  of  the  aforesaid  Peti¬ 
tioner  if  Civil  Aeronautics  Board  Order  E-6447  becomes 
effective.  Applicant  therefore  believes  that  it  should  be 
entitled  to  present  to  this  Court  reasons  in  support  of  the 
Petitioners’  contentions  that  the  order  should  be  reviewed 
and  set  aside. 

5.  The  representation  of  Applicant’s  interest  by  exist¬ 
ing  parties  is  or  may  be  inadequate  and  the  Applicant  will 
be  bound  by  a  judgment  in  the  action. 

Respectfully  submitted, 

/s/  C.  Edward  Leasuee 
C.  Edward  Leasure 

/s/  Herman  F.  Scheurer,  Jr. 

Herman  F.  Scheurer,  Jr. 

Attorneys  for  Continental  Air  Lines,  Inc. 

July  18,  1952 

Certificate  of  Service. 

I  hereby  certify  that  I  have  this  day  served  the  forego¬ 
ing  Motion  for  Leave  to  Intervene  upon  counsel  for  all 
parties  to  this  cause  by  mailing  two  copies  each  thereof, 
properly  addressed,  postage  prepaid,  to  Simpson,  Thacher 
&  Bartlett,  120  Broadway,  New  York  City  5,  attorneys 
for  Petitioners,  and  to  Emory  T.  Nunnally,  General  Coun¬ 
sel,  Civil  Aeronautics  Board,  Washington  25,  D.  C.  for 
Respondent. 

/s/  Herman  F.  Scheurer,  Jr., 

Herman  F.  Scheurer,  Jr., 
1518  K  Street,  N.  W., 
Washington  5,  D.  C., 
Attorney  for  Applicant. 


July  18, 1952 
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Order  Granting  Leave  to  Intervene. 

[Filed  August  8,  1952.] 

UNITED  STATES  COURT  OF  APPEALS, 

For  the  District  of  Columbia  Circuit. 

April  Term,  1952. 


Herbert  Lehman,  Joseph  A.  Thomas 
and  Frederick  L.  Ehrman, 

Petitioners, 

v. 

Civil  Aeronautics  Board, 

Respondent, 

Continental  Airlines,  Inc., 

Intervenor, 

National  Airlines,  Inc., 

Intervenor. 


Before:  Stephens,  Chief  Judge,  and  Wilbur  K.  Miller 
and  Fahy,  Circuit  Judges,  in  Chambers. 

Upon  consideration  of  the  motion  of  Continental  Air¬ 
lines,  Inc.,  for  leave  to  intervene  herein,  and  it  appearing 
that  petitioners  have  consented  thereto,  and  it  also  appear¬ 
ing  that  respondent  has  not  filed  objections  thereto,  it  is 

Ordered  by  the  Court  that  the  motion  for  leave  to  inter¬ 
vene  be,  and  it  is  hereby,  granted. 

Dated:  Aug.  8,  1952. 


No.  11,500. 


Per  Curiam . 
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[Filed  in  Court  of  Appeals  on  July  21,  1952.] 

UNITED  STATES  COURT  OF  APPEALS 
For  the  District  of  Columbia. 


Robert  Lehman,  Joseph  A.  Thomas 
and  Frederick  L.  Ehrman, 

Petitioners, 

v. 


No.  11,500. 


Civil  Aeronautics  Board, 

Respondent. 


To  the  Honorable  Judges  of  the  United  States 

Court  of  Appeals  for  the  District  of  Columblv: 

National  Airlines,  Inc.  respectfully  moves  the  Court  to 
enter  an  order  permitting  it  to  intervene  in  this  proceeding 
pursuant  to  Rule  38(c)  of  the  General  Rules  of  this  Court 
and  to  participate  in  all  respects  before  this  Court  in  this 
proceeding.  In  support  of  this  motion,  National  Airlines 
Inc.  (hereinafter  called  “Movant”)  respectfully  alleges 
that: 

1.  Movant  is  a  Florida  corporation  with  its  principal 
offices  at  3240  N.  W.  27th  Avenue,  Miami  42,  Florida,  and  is 
authorized  to  engage  in  air  transportation  pursuant  to  cer¬ 
tificates  of  public  convenience  and  necessity  issued  by  the 
Civil  Aeronautics  Board  pursuant  to  the  provisions  of 
the  Civil  Aeronautics  Act  of  1938,  as  amended. 

2.  Movant  was  a  party  in  the  proceedings  before  the 
Civil  Aeronautics  Board  entitled  “In  the  matter  of  inter- 
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locking  relationships  under  section  409 {a)  of  the  Cibil 
Aeronautics  Act  of  1938,  as  amended,  involving  Robert 
Lehman,  Joseph  A.  Thomas,  Frederick  L.  Ehrman,  Pan 
American  W orld  Airways,  Inc.,  National  Airlines,  Inc.,  Coti- 
tinental  Airlines,  Inc.,  Docket  No.  3605,  et  al.,”  in  which 
proceeding  Order  Serial  No.  E-6447,  entered  May  21,  1952, 
was  issued  by  the  Board.  Said  order  is  the  order  under 
review’  in  this  proceeding. 

3.  The  order  under  review  disapproves  the  relation¬ 
ships  wdiich  exist  between  the  Movant  and  Pan  American 
World  Airways,  Inc.  and  between  the  Movant  and  Consoli¬ 
dated  Vultee  Aircraft  Corporation  which  arises  from  the 
holding  of  Mr.  Joseph  A.  Thomas  of  a  directorship  in 
National  and  having  representatives  wTho  allegedly  repre¬ 
sent  him  as  a  director  in  Pan  American  and  in  Consolidated 
Vultee  Aircraft  Corporation.  The  order  under  review 
expressly  requires  that  the  said  interlocking  relationships 
between  Movant,  on  the  one  hand,  and  Pan  American  and 
Convair,  on  the  other  hand,  be  terminated. 

4.  If  the  Movant  is  required  to  remove  Mr.  Thomas 
from  its  Board  of  Directors,  such  actions  v’ould  seriously 
affect  the  conduct  of  Petitioner’s  business  since  Mr.  Thomas 
is  unusually  wTell  qualified  to  act  as  a  director  for  Movaht 
because  of  his  long  experience  on  the  Movant’s  Board  of 
Directors  and  an  unusual  knowledge  and  experience  in  the 
field  of  airline  finance. 

I 

5.  Petitioner  desires  to  present  to  this  Court  arguments 
in  support  of  the  Petitioners’  contention  that  the  ordbr 
should  be  reviewed  and  set  aside. 

j 

6.  The  representation  of  the  Movant’s  interest  is  or 
may  be  inadequate,  and  the  Movant  wdll  be  bound  by  the 
Court’s  decision  in  this  proceeding. 


20 


Motion  of  National  Airlines ,  Inc.  for  Leave  to  Intervene. 

Wherefore,  Movant  prays  that  this  Court  enter  an 
order  permitting  it  to  intervene  in  this  proceeding  for  the 
purposes  of  participating  in  all  respects  before  this  Court. 

Respectfully  submitted, 

By  Richard  A.  Fitzgerald, 
Attorney  for  National  Airlines,  Inc. 

1625  K  Street,  N.  W., 
Washington  6,  D.  C. 

Certificate  of  Service. 

A  copy  of  the  foregoing  petition  has  been  served  upon 
the  following: 

1.  Whitney  North  Seymour, 

Attorney  for  Petitioners, 

120  Broadway, 

New  York  5,  N.  Y. 

2.  Emory  T.  Nunnelly, 

Attorney  for  Respondent, 

Civil  Aeronautics  Board, 

Washington  25,  D.  C. 

by  mailing  a  copy  thereof  properly  addressed,  postage  pre¬ 
paid. 

Richard  A.  Fitzgerald, 
Attorney  for  National  Airlines,  Inc. 
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Order  Granting  Leave  to  Intervene. 

[Filed  July  25,  1952.] 

i 

UNITED  STATES  COURT  OF  APPEALS  j 
For  the  District  of  Columbia  Circuit. 

April  Term,  1952. 

I 


Robert  Lehman,  Joseph  A.  Thomas 
and  Frederick  L.  Ehrman, 

Petitioners, 

v. 

Civil  Aeronautics  Board, 

Respondent. 


Before :  Prettyman,  Proctor  and  Fahy,  Circuit  Judges, 
in  Chambers. 

This  case  came  on  for  consideration  on  the  motion  by 
the  National  Airlines,  Inc.  for  leave  to  intervene  herein. 
Neither  petitioners  nor  respondent  have  filed  objections 
thereto. 

Upon  consideration  whereof  it  is  Ordered  by  the  Court 
that  the  motion  be,  and  it  is  hereby,  granted. 

Dated :  July  25, 1952. 

Per  Curiam. 
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Order  Consolidating  Cases  No.  11,500  and  No.  11,503. 

[Filed  October  1,  1952.] 

UNITED  STATES  COURT  OF  APPEALS 
For  the  District  of  Columbia  Circuit. 

April  Term,  1952. 


No.  11,500 

Robert  Lehman,  Joseph  A.  Thomas 
and  Frederick  L.  Ehrman, 

Petitioners, 

v. 

Civil  Aeronautics  Board, 

Respondent, 

Continental  Airlines,  Inc. 

Intervenor, 

National  Airlines,  Inc., 

Intervenor. 


No.  11,503 

Pan  American  World  Airways,  Inc., 

Petitioner, 

v. 

Civil  Aeronautics  Board, 

Respondent. 


Before:  Stephens,  Chief  Judge,  in  Chambers. 

Upon  consideration  of  the  joint  motion  of  all  of  the  par¬ 
ties  in  the  above-entitled  cases  to  consolidate  those  cases 
for  the  filing  of  briefs,  for  argument  and  decision  and  to 
extend  the  time  for  filing  the  briefs  of  petitioner  Pan  Amcr- 
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I 
i 

Order. 

ican  World  Airways,  Inc.  and  intervenors  National  Airlines, 
Inc.  and  Continental  Airlines,  Inc.  to  and  including  Novem¬ 
ber  5, 1952,  it  is  j 

1 

Ordered  that  the  above-entitled  cases  be,  and  they  are 
hereby,  consolidated  for  the  purposes  of  filing  briefs  and  for 
hearing  and  it  is 

Further  Ordered  that  the  time  for  filing  the  briefs  of 
petitioner  Pan  American  World  Airways,  Inc.  and  inter- 
venors  National  Airlines,  Inc.  and  Continental  Airlines,  Inc. 
be,  and  it  is  hereby,  extended  to  and  including  November  5, 
1952. 

Dated:  Oct.  1, 1952. 


I 
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Order  of  Civil  Aeronautics  Board  Which  is 
Under  Review. 

[Filed  by  Board  on  May  21,  1952.] 

Orders 

Serial  Number  E-6447 

United  States  of  America 
CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C., 
on  the  21st  day  of  May,  1952. 


Docket  No.  3605  et  al. 


Order. 

A  full  public  hearing  having  been  held  in  the  above- 
entitled  proceeding  and  the  Board  upon  consideration  of 
the  record  having  issued  its  opinion  containing  its  findings, 
conclusions,  and  decision,  which  is  attached  hereto*  and 
made  a  part  hereof ; 


In  the  Matter 

of 

Interlocking  relationships  under  sec¬ 
tion  409(a)  of  the  Civil  Aeronautics 
Act  of  193S,  as  amended,  involving: 

Robert  Lehman 

Joseph  A.  Thomas 

Frederick  L.  Ehrman 

Pan  American  World  Airways,  Inc. 

National  Airlines,  Inc. 

Continental  Air  Lines,  Inc. 


See  page  122,  infra. 
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It  is  ordered  that  : 

1.  The  joint  application  of  Robert  Lehman  and  Pan 
American  World  Airways,  Inc.,  for  approval  of  the  inter¬ 
locking  relationship  arising  from  the  holding  by  Mr. 
Lehman  of  directorships  in  Pan  American  and  in  United 
Fruit  Company  be  and  it  hereby  is  disapproved; 

2.  The  joint  application  of  Joseph  A.  Thomas  and 
National  Airlines,  Inc.,  for  approval  of  the  interlocking 
relationship  arising  from  the  holding  by  Mr.  Thomas  of 
directorships  in  National  and  in  American  Export  Lines, 
Inc.,  be  and  it  hereby  is  approved;  Provided,  that  such 
approval  shall  continue,  unless  previously  revoked  pursu¬ 
ant  to  Part  251.9  of  the  Board’s  Economic  Regulations,  only 
so  long  as  Mr.  Thomas  continues  in  uninterrupted  tenure 
of  each  of  said  directorships; 

3.  The  interlocking  relationships 

(a)  between  Pan  American  World  Airways,  Inc., 

and  National  Airlines,  Inc.,  arising  from  Mr.  Robert 
Lehman’s  holding  a  directorship  in  Pan  American 
and  having  a  representative  who  represents  him  as  a 
director  of  National,  i 

(b)  between  Pan  American  World  Airways,  Inc., 
and  American  Export  Lines,  Inc.,  arising  from  Mr. 
Robert  Lehman’s  holding  a  directorship  in  Pan 
American  and  having  a  representative  who  repre¬ 
sents  him  as  a  director  in  American  Export  Lines, 
Inc.,  and 

(c)  between  Pan  American  World  Airways,  Inc., 
and  Consolidated  Vultee  Aircraft  Corporation,  aris¬ 
ing  from  Mr.  Robert  Lehman’s  holding  a  director¬ 
ship  in  Pan  American  and  having  a  representative 
who  represents  him  as  a  director  in  Consolidated 
Vultee  Aircraft  Corporation 

be  and  they  hereby  are  disapproved,  and  said  relationships 
shall  be  terminated,  and  Mr.  Robert  Lehman  and  Phn 


h 
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American  World  Airways,  Inc.,  shall  take  whatever  action 
may  be  necessary  to  effect  such  termination  and  shall, 
within  60  davs  from  the  date  of  this  order,  file  with  the 
Board  a  report  or  reports  in  which  they  shall  state  the  dates 
on  which  each  of  said  relationships  ceased  to  exist  and  what 
action  was  taken  and  by  whom  to  terminate  each  of  the  said 
relationships ; 

4.  The  interlocking  relationships 

(a)  between  National  Airlines,  Inc.,  and  Pan 

American  World  Airways,  Inc.,  arising  from  Mr. 
Joseph  A.  Thomas’  holding  a  directorship  in 

National  and  having  a  representative  who  repre¬ 
sents  him  as  a  director  in  Pan  American,  and 

(b)  between  National  Airlines,  Inc.,  and  Consoli¬ 

dated  Yultee  Aircraft  Corporation  arising  from  Mr. 
Joseph  A.  Thomas’  holding  a  directorship  in 

National  and  having  a  representative  who  repre¬ 
sents  him  as  a  director  in  Consolidated  Yultee  Air¬ 
craft  Corporation 

be  and  they  are  hereby  disapproved,  and  said  relationship 
shall  be  terminated,  and  Mr.  Joseph  A.  Thomas  and 
National  Airlines,  Inc.,  shall  take  whatever  action  may  be 
necessary  to  effect  such  termination  and  shall,  within  60 
days  from  the  date  of  this  order,  file  with  the  Board  a 

report  or  reports  in  which  they  shall  state  the  dates  on 

which  each  of  the  said  relationships  ceased  to  exist  and 
what  action  was  taken  and  by  whom  to  terminate  each  of 
the  said  relationships. 

5.  The  interlocking  relationship  between  Continental 
Air  Lines,  Inc.,  and  Consolidated  Yultee  Aircraft  Corpora¬ 
tion  arising  from  Mr.  Frederick  L.  Ehrman’s  holding  a 
directorship  in  Continental  and  having  a  representative 
who  represents  him  as  a  director  in  Consolidated  Yultee 
Aircraft  Corporation  be  and  it  hereby  is  disapproved,  and 
said  relationship  shall  be  terminated,  and  Mr.  Frederick  L. 
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Elirman  and  Continental  Air  Lines,  Inc.,  shall  take  what¬ 
ever  action  may  be  necessary  to  effect  such  termination  and 
shall,  within  60  days  from  the  date  of  this  order,  file  with 
the  Board  a  report  or  reports  in  which  they  shall  state  the 
date  on  which  said  relationship  ceased  to  exist  and  what 
action  was  taken  and  by  whom  to  terminate  the  said  rela¬ 
tionship  ; 

6.  The  interlocking  relationships 

(a)  between  Pan  American  World  Airways,  Inc., 
and  each  of  the  following  enterprises  arising  from 
Mr.  Robert  Lehman’s  holding  a  directorship  in  Pan 
American  and  having  a  representative  who  repre¬ 
sents  him  as  a  director  in  each  of  the  following 
enterprises : 

Continental  Air  Lines,  Inc., 

Western  Union  Telegraph  Co., 

Commercial  Pacific  Cable  Co., 

Chicago  Motor  Coach  Co., 

New  York  City  Omnibus  Corp., 

(b)  between  National  Airlines,  Inc.,  and  each  of 
the  following  enterprises  arising  from  Mr.  Joseph  A. 
Thomas’  holding  a  directorship  in  National  and 
having  a  representative  who  represents  him  as  a 
director  in  each  of  the  following  enterprises: 

Continental  Air  Lines,  Inc., 

United  Fruit  Company, 

Western  Union  Telegraph  Co., 

Commercial  Pacific  Cable  Co., 

Chicago  Motor  Coach  Co., 

New  York  City  Omnibus  Corp.,  and 

(c)  between  Continental  Air  Lines,  Inc.,  and  each 
of  the  following  enterprises  arising  from  Mr.  Fred¬ 
erick  L.  Elirman ’s  holding  a  directorship  in  Conti¬ 
nental  and  having  a  representative  who  represents 
him  as  a  director  in  each  of  the  following  enter¬ 
prises  : 
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Pan  American  World  Airways,  Inc., 

National  Airlines,  Inc., 

United  Fruit  Company, 

American  Export  Lines,  Inc., 

Western  Union  Telegraph  Co., 

Commercial  Pacific  Cable  Co., 

Chicago  Motor  Coach  Co., 

New  York  City  Omnibus  Corp., 

be  and  they  hereby  are  approved:  Provided ,  That  such 
approval  shall  continue  with  respect  to  each  such  relation¬ 
ship,  unless  previously  revoked  pursuant  to  Part  251.9  of 
the  Board’s  Economic  Regulations,  only  so  long  as,  in  the 
case  of  the  relationships  described  in  subparagraph  6(a) 
above,  Mr.  Robert  Lehman  continues  in  uninterrupted 
tenure  of  his  directorship  in  Pan  American  and  continues 
without  interruption  to  have  a  representative  who  repre¬ 
sents  him  as  a  director  in  the  particular  enterprise  listed  in 
said  subparagraph  6(a)  as  to  which  the  particular  relation¬ 
ship  with  Pan  American  exists,  and,  in  the  case  of  the 
relationships  described  in  subparagraph  6(b)  above,  Mr. 
Joseph  A.  Thomas  continues  in  uninterrupted  tenure  of  his 
directorship  in  National  and  continues  without  interruption 
to  have  a  representative  who  represents  him  as  a  director 
in  the  particular  enterprise  listed  in  said  subparagraph 
6(b)  as  to  which  the  particular  relationship  with  National 
exists,  and,  in  the  case  of  the  relationships  described  in 
subparagraph  6(c)  above,  Mr.  Frederick  L.  Ehrman  con¬ 
tinues  in  uninterrupted  tenure  of  his  directorship  in  Con¬ 
tinental  and  continues  without  interruption  to  have  a 
representative  who  represents  him  as  a  director  in  the 
particular  enterprise  listed  in  said  subparagraph  6(c)  as 
to  which  the  particular  relationship  with  Continental  exists. 

By  the  Civil  Aeronautics  Board : 

/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 


(Seal) 
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ORDERS,  OPINIONS,  AND  APPLICATIONS 
IN  THE  PROCEEDING  BEFORE  THE 
CIVIL  AERONAUTICS  BOARD 


Order  of  Board  Instituting  Proceeding. 

[Filed  by  Board  on  December  30,  1948.] 


Orders 

Serial  Number  E-2341 


United  States  of  America 
CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 


Adopted  by  tbe  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.  on  the  30th  day  of  December,  1948^ 


In  the  Matter 

of 

Interlocking  relationships  under  sec¬ 
tion  409(a)  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  involving : 

Robert  Lehman, 

Joseph  A.  Thomas, 

Frederick  L.  Ehrman, 

Pan  American  Airways  Corpora¬ 
tion, 

Pan  American  Airways,  Inc., 
National  Airlines,  Inc., 
Continental  Air  Lines,  Inc. 


Docket  No.  3605. 


Order 

j 

It  appearing  to  the  Board  that  : 

j 

1.  Robert  Lehman  and  Pan  American  Airways,  Inc. 
have  filed  with  the  Board  an  application  designated  Docket 
No.  2115  under  section  409(a)  of  the  Civil  Aeronautics  Act 
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of  193S,  as  amended,  for  approval  of  the  interlocking  rela¬ 
tionship  now  or  hereafter  existing  as  a  result  of  the  holding 
by  Robert  Lehman  of  the  following  positions : 


Director .  Pan  American  Airways,  Inc. 

Director .  Commercial  Pacific  Cable  Company ; 


2.  Joseph  A.  Thomas  and  National  Airlines,  Inc.  have 
filed  with  the- Board  an  application  designated  Docket  No. 
267S  under  section  409(a)  of  the  Civil  Aeronautics  Act  of 
193S,  as  amended,  for  approval  of  the  interlocking  relation¬ 
ship  now  or  hereafter  existing  as  a  result  of  the  holding  by 
Joseph  A.  Thomas  of  the  following  positions: 


Director .  National  Airlines,  Inc. 

Director .  American  Export  Lines,  Inc.; 


3.  Mr.  Frederick  L.  Ehrman  is  a  director  of  Continental 
Air  Lines,  Inc. ; 

4.  Mr.  Lehman,  Mr.  Thomas  and  Mr.  Ehrman  are  part¬ 
ners  in  the  investment  banking  firm  of  Lehman  Brothers ; 

5.  Partners  of  Mr.  Lehman,  Mr.  Thomas  and  Mr.  Ehr¬ 
man,  in  the  firm  of  Lehman  Brothers,  hold  positions  as 
officers  or  directors  of  enterprises  which  are  common  car¬ 
riers  or  are  engaged  in  a  phase  of  aeronautics,  or  are 
persons  whose  principal  business,  in  purpose  or  in  fact, 
is  the  holding  of  stock  in,  or  control  of  a  person  engaged 
in  a  phase  of  aeronautics ; 

6.  The  partners  of  Mr.  Lehman,  Mr.  Thomas  and  Mr. 
Ehrman  holding  positions  as  officers  or  directors  of  said 
enterprises  are  or  may  be  representatives  or  nominees  of 
Mr.  Lehman  or  Mr.  Thomas  or  Mr.  Ehrman  within  the 
meaning  of  section  409(a)  of  the  Act;  and 

The  Board  acting  on  its  own  initiative  and  pursuant  to 
the  powers  vested  in  it  by  sections  205(a),  409(a)  and 
1002(b)  of  the  Civil  Aeronautics  Act  of  193S,  as  amended, 
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i 

and  finding  that  the  proceeding  hereby  instituted  is  neces¬ 
sary  in  order  to  carry  out  the  provisions  of  said  Act  and  to 
exercise  and  perform  its  powers  and  duties  thereunder ; 

It  is  ordered  that  : 

1.  A  proceeding  be  and  it  hereby  is  instituted  to  deter¬ 
mine  whether : 

a.  any  of  the  partners  in  the  firm  of  Lehman 
Brothers  who  are  .  .  rving  as  directors  or  officers  of 
enterprises  which  are  common  carriers  or  are 
engaged  in  a  phase  of  aeronautics,  or  are  persons 
whose  principal  business,  in  purpose  or  in  fact;,  is 
the  holding  of  stock  in,  or  control  of,  a  person 
engaged  in  a  phase  of  aeronautics,  is  a  representa¬ 
tive  or  nominee  of  Robert  Lehman  or  Joseph  A. 
Thomas  or  Frederick  L.  Ehrman,  within  the  mean¬ 
ing  of  section  409(a)  of  the  Act; 

b.  the  public  interest  will  be  adversely  affected 

by  any  interlocking  relationships  which  may  exist 
between  Pan  American  Airways  Corporation  and 
Pan  American  Airways,  Inc.  on  the  one  hand  and 
various  enterprises  which  are  common  carriers1  or 
are  engaged  in  a  phase  of  aeronautics,  or  are  per¬ 
sons  whose  principal  business,  in  purpose  or  in  fact, 
is  the  holding  of  stock  in,  or  control  of  a  person 
engaged  in  a  phase  of  aeronautics  on  the  other,1  by 
reason  of  the  fact  that  Robert  Lehman  is  a  director 
of  Pan  American  Airways  Corporation  and  Pan 
American  Airways,  Inc.  and  representatives  or  nom¬ 
inees  of  Mr.  Lehman  are  directors  or  officers  of 
enterprises  which  are  common  carriers  or  are 
engaged  in  a  phase  of  aeronautics,  or  are  persons 
whose  principal  business,  in  purpose  or  in  fact^  is 
the  holding  of  stock  in,  or  control  of,  a  person 
engaged  in  a  phase  of  aeronautics ;  I 
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c.  the  public  interest  will  be  adversely  affected 
by  any  interlocking  relationships  which  may  exist 
between  National  Airlines,  Inc.  on  the  one  hand  and 
various  enterprises  which  are  common  carriers  or 
are  engaged  in  a  phase  of  aeronautics,  or  are  persons 
whose  principal  business,  in  purpose  or  in  fact,  is 
the  holding  of  stock  in,  or  control  of,  a  person 
engaged  in  a  phase  of  aeronautics  on  the  other,  by 
reason  of  the  fact  that  Joseph  A.  Thomas  is  a  direc¬ 
tor  of  National  Airlines,  Inc.  and  representatives 
or  nominees  of  Mr.  Thomas  are  directors  or  officers 
of  enterprises  which  are  common  carriers  or  are 
engaged  in  a  phase  of  aeronautics,  or  are  persons 
whose  principal  business,  in  purpose  or  in  fact,  is 
the  holding  of  stock  in,  or  control  of,  a  person 
engaged  in  a  phase  of  aeronautics; 

d.  the  public  interest  will  be  adversely  affected 
by  any  interlocking  relationships  which  may  exist 
between  Continental  Air  Lines,  Inc.  on  the  one  hand 
and  various  enterprises  which  are  common  carriers 
or  are  engaged  in  a  phase  of  aeronautics,  or  are  per¬ 
sons  whose  principal  business,  in  purpose  or  in  fact, 
is  the  holding  of  stock  in,  or  control  of,  a  person 
engaged  in  a  phase  of  aeronautics  on  the  other,  by 
reason  of  the  fact  that  Frederick  L.  Ehrman  is  a 
director  of  Continental  Air  Lines,  Inc.  and  repre¬ 
sentatives  or  nominees  of  Mr.  Ehrman  are  direc¬ 
tors  or  officers  of  enterprises  which  are  common 
carriers  or  are  engaged  in  a  phase  of  aeronautics,  or 
are  persons  whose  principal  business,  in  purpose  or 
in  fact,  is  the  holding  of  stock  in,  or  control  of,  a 
person  engaged  in  a  phase  of  aeronautics ; 

2.  The  applications  in  Docket  Nos.  2115  and  2678  be 
and  they  hereby  are  consolidated  with  this  proceeding; 
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3.  The  consolidation  proceeding  be  assigned  for  hear¬ 
ing  before  an  Examiner  of  the  Board  at  a  time  and  place 
hereafter  to  be  designated; 

j 

4.  Robert  Lehman,  Joseph  A.  Thomas,  Frederick  L. 

Ehrman,  Pan  American  Airways  Corporation,  Pan  Amer¬ 
ican  Airways,  Inc.,  National  Airlines,  Inc.,  and  Continental 
Air  Lines,  Inc.,  be  and  they  hereby  are  made  parties  to 
this  proceeding ;  ! 

5.  A  copy  of  this  order  shall  be  served  upon  each  of 
such  parties. 

j 

By  the  Civil  Aeronautics  Board : 

/s/  M.  C.  Mulligan, 

M.  C.  Mulligan,  I 
Secretary. 

! 

(Seal)  j 


i 
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Order  of  Board  Amending  Order  Instituting 

Proceeding. 

[Filed  by  Board  on  April  27,  1950.] 

Orders 

Serial  Number  E-4103 

United  States  of  America, 

CIVIL  AERONAUTICS  BOARD, 
Washington,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.,  on  the  27th  day  of  April,  1950. 


In  the  Matter 

of 

Interlocking  relationships  under  sec¬ 
tion  409(a)  of  the  Civil  Aeronautics 
Act  of  193S,  as  amended,  involving: 

Robert  Lehman, 

Joseph  A.  Thomas, 

Frederick  L.  Ehrman, 

Paul  E.  Manheim, 

Pan  American  World  Airways,  Inc., 
National  Airlines,  Inc., 
Continental  Air  Lines,  Inc., 

Air  Express  International  Agency, 
Inc. 


Docket  No.  3605. 


Order. 

It  Appearing  to  the  Board  that  : 

1.  The  Board,  by  Order  Serial  No.  E-2341,  instituted  a 
proceeding  to  determine  whether  certain  partners  of 
Lehman  Brothers,  holding  positions  as  officers  or  directors 
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of  enterprises  within  the  scope  of  section  409  (a)  of  the 
Civil  Aeronautics  Act,  are  or  may  be  representatives  or 
nominees  of  other  partners  who  are  directors  of  air  carriers, 
and  whether  the  public  interest  will  be  adversely  affected 
by  such  interlocking  relationships ; 

2.  Robert  Lehman  is  no  longer  a  director  of  Commercial 
Pacific  Cable  Company,  and  counsel  for  Robert  Lehman 
and  for  Pan  American  World  Airways,  Inc.,  have  with¬ 
drawn  their  application  for  approval  of  an  interlocking 
relationship  between  Pan  American  World  Airways,  Inc., 
and  Commercial  Pacific  Cable  Company,  arising  by  reason 
of  the  fact  that  Robert  Lehman  was  a  director  of  both 
companies,  which  application  was  originally  designated 
Docket  No.  2115  and  later  consolidated  in  Docket  No.  3605 
by  Order  Serial  No.  E-2341; 

3.  Paul  E.  Manheim  is  a  director  of  Air  Express  Inter¬ 
national  Agency,  Inc.,  an  indirect  air  carrier  within  the 
meaning  of  the  Civil  Aeronautics  Act,  and  a  partner  in  the 
investment  banking  firm  of  Lehman  Brothers ; 

4.  The  partners  of  Paul  E.  Manheim  in  Lehman 
Brothers,  holding  positions  as  officers  or  directors  of  enter¬ 
prises  within  the  scope  of  section  409  (a)  of  the  Civil  Aero¬ 
nautics  Act,  are  or  may  be  representatives  or  nominees  of 
Paul  E.  Manheim  within  the  meaning  of  section  409  (a) 
of  the  Act; 

5.  Pan  American  Airways  Corporation,  which  was  made 
a  party  to  the  proceeding  instituted  by  Order  Serial  No. 
E-2341,  has  been  dissolved  and  its  assets  transferred  to 
Pan  American  World  Airways,  Inc.; 

The  Board,  upon  consideration  of  the  matters  set  forth 
above,  and  acting  pursuant  to  the  powers  vested  in  it  by 
sections  205  (a),  409  (a),  and  1002  (b)  of  the  Civil  Aero¬ 
nautics  Act  of  193S,  as  amended,  and  finding  (1)  that  the 
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parties  have  withdrawn  the  application  for  approval  of 
the  interlocking  relationships  created  by  the  directorships 
held  by  Robert  Lehman  in  Pan  American  World  Airways, 
Inc.,  and  in  Commercial  Pacific  Cable  Company  and  (2) 
that  the  addition  of  Paul  E.  Manheim  and  Air  Express 
International  Agency,  Inc.,  as  parties  to  the  proceeding 
instituted  bv  the  Board  bv  Order  Serial  No.  E-2341,  is 
necessary  in  order  to  carry  out  the  provisions  of  the  Act 
and  to  exercise  and  perform  its  powers  and  duties  there¬ 
under  ; 

It  is  ordered  that: 

1.  The  application  of  Robert  Lehman  and  Pan  Ameri¬ 
can  World  Airways,  Inc.,  which  was  designated  Docket  No. 
2115  and  later  consolidated  with  Docket  No.  3605,  be  and 
it  is  hereby  severed  from  Docket  No.  3605  and  dismissed; 

2.  The  proceeding  instituted  by  Order  Serial  No. 
E-2341,  be  and  it  herebv  is  dismissed  as  to  Pan  American 
Airways  Corporation; 

3.  Order  Serial  No.  E-2341  is  hereby  amended  as 
follows : 

a.  By  amending  paragraph  1.  a.  to  read  as  follows : 

1.  A  proceeding  be  and  it  hereby  is  instituted  to 
determine  whether : 

a.  any  of  the  partners  in  the  firm  of  Lehman 
Brothers  who  are  serving  as  directors  or  officers  of 
enterprises  which  are  common  carriers  or  are 
engaged  in  a  phase  of  aeronautics,  or  are  persons 
whose  principal  business,  in  purpose  or  in  fact,  is 
the  holding  of  stock  in,  or  control  of,  a  person 
engaged  in  a  phase  of  aeronautics,  is  a  representa¬ 
tive  or  nominee  of  Robert  Lehman,  or  Joseph  A. 
Thomas,  or  Frederick  L.  Ehrman,  or  Paul  E.  Man- 
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heim,  within  the  meaning  of  section  409  (a)  of  the 
Act;  „  ! 

i 

b.  By  inserting  a  new  paragraph  1.  e.  to  read  as 
follows : 

e.  the  public  interest  will  be  adversely  affected  by 
any  interlocking  relationships  which  may  exist  between 
Air  Express  International  Agency,  Inc.,  on  the  one 
hand  and  various  enterprises  which  are  common  car¬ 
riers  or  are  engaged  in  a  phase  of  aeronautics,  or  are 
persons  whose  principal  business,  in  purpose  or  in  fact, 
is  the  holding  of  stock  in,  or  control  of,  a  person 
engaged  in  a  phase  of  aeronautics  on  the  other,  by 
reason  of  the  fact  that  Paul  E.  Manheim  is  a  director 
of  Air  Express  International  Agency,  Inc.,  and  repre¬ 
sentatives  or  nominees  of  Mr.  Manheim  are  directors 
or  officers  of  enterprises  which  are  common  carriers 
or  are  engaged  in  a  phase  of  aeronautics,  or  are  per¬ 
sons  whose  principal  business,  in  purpose  or  in  fact, 
is  the  holding  of  stock  in,  or  control  of,  a  person 
engaged  in  a  phase  of  aeronautics ; 

c.  By  amending  paragraph  4  to  read  as  follows : 

4.  Robert  Lehman,  Joseph  A.  Thomas,  Frederick 
L.  Ehrman,  Paul  E.  Manheim,  Pan  American  World 
Airways,  Inc.,  National  Airlines,  Inc.,  Continental  Air 
Lines,  Inc.,  and  Air  Express  International  Agency, 
Inc.,  be  and  they  hereby  are  made  parties  to  this 
proceeding ;  j 

4.  A  copy  of  this  order  shall  be  served  upon  each  of  the 
parties  to  this  proceeding. 

By  the  Civil  Aeronautics  Board: 

I 

/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 


(Seal) 
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Order  of  Board  Consolidating  Proceedings. 

[Filed  by  Board  on  August  15,  1950.] 

Orders 

Serial  Number  E-4517 
United  States  of  America 
CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 

Adopted  by  the  Civil  Aeronautics  Board  at  its  office  in 
Washington,  D.  C.,  on  the  15th  day  of  August,  1950 


In  the  Matter 

of 

Interlocking  relationships  under  sec¬ 
tion  409(a)  of  the  Civil  Aeronautics 
Act  of  193S,  as  amended,  involving: 

Robert  Lehman 

Joseph  A.  Thomas 

Frederick  L.  Ehrman 

Pan  American  World  Airways,  Inc. 

National  Airlines,  Inc. 

Continental  Air  Lines,  Inc. 

In  the  Matter 

of 

A  joint  application  filed  pursuant  to 
section  409(a)  of  the  Civil  Aero¬ 
nautics  Act  by 

Robert  Lehman 
and 

Pan  American  World  Airways,  Inc. 

for  approval  of  an  interlocking 
relationship 


Docket  No.  3605  ct  al. 


Docket  No.  4566. 


Order  of  Consolidation. 

Order  of  Severance  and  Dismissal. 

The  Board,  by  Order  Serial  No.  E-2341,  having  insti¬ 
tuted  a  proceeding  to  determine  whether  certain  partners 
of  Lehman  Brothers,  holding  positions  as  officers  or  direc- 
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tors  of  enterprises  within  the  scope  of  section  409(a)  of 
the  Civil  Aeronautics  Act,  are  or  may  he  representatives 
or  nominees  of  other  partners  who  are  directors  of  air 
carriers,  and  whether  the  public  interest  wall  be  adversely 
affected  by  such  interlocking  relationships  (Docket  No. 
3605) ; 

Robert  Lehman  and  Pan  American  World  Airways,  Inc., 
having  filed  a  joint  application  for  approval  of  an  inter¬ 
locking  relationship  resulting  from  Robert  Lehman  being 
a  director  of  Pan  American  World  Airways,  Inc.,  and  a 
director  of  the  United  Fruit  Company  (Docket  No.  4566) ; 

Robert  Lehman  being  a  partner  of  Lehman  Brothers 
and  having  been  made  a  party  to  the  proceeding  in  Docket 
No.  3605 ; 

Paul  E.  Manheim  no  longer  being  a  director  of  Air 
Express  International  Agency,  Inc.,  and  counsel  for  Mr. 
Manheim  having  withdrawn  their  application  for  approval 
of  an  interlocking  relationship  between  Air  Express  Inter¬ 
national  Agency,  Inc.,  and  Commercial  Pacific  Cable  Com¬ 
pany,  arising  by  reason  of  the  fact  that  Mr.  Manheim  was 
a  director  of  both  companies,  which  application  was 
originally  designated  Docket  No.  4041  and  later  consoli¬ 
dated  into  Docket  No.  3605  by  Order  Serial  No.  E-4229; 

The  Board,  upon  consideration  of  the  matters  set  forth 
above,  and  acting  pursuant  to  the  powers  vested  in  it  by 
sections  205(a),  409(a),  and  1002(b)  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  as  amended,  and  finding  that  (1)  the 
issues  presented  by  the  proceeding  designated  Docket  No. 
3605  and  the  issues  presented  by  the  application  designated 
Docket  No.  4566  can  be  advantageously  and  expeditiously 
determined  in  a  single  proceeding  and  (2)  that  Paul  E. 
Manheim  is  no  longer  a  director  of  Air  Express  Inter¬ 
national  Agency,  Inc.; 


40 


Order  of  Board  Consolidating  Proceedings. 

It  is  ordered  that  : 

1.  The  application  designated  Docket  No.  4566,  be  and 
it  hereby  is  consolidated  into  the  proceeding  designated 
Docket  No.  3605; 

2.  The  application  of  Paul  E.  Manheim  and  Air  Express 
International  Agency,  Inc.,  which  was  designated  Docket 
No.  4041  and  later  consolidated  wTith  Docket  No.  3605,  be 
and  it  hereby  is  severed  from  Docket  No.  3605  and  dis¬ 
missed. 


By  the  Civil  Aeronautics  Board: 


(Seal) 


/s/  M.  C.  Mulligan 

M.  C.  Mulligan 

Secretary 
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Application  for  Approval  of  Interlocking  Relationship. 

[Filed  with  Board  on  November  27,  1946.] 

; 

BEFORE  THE  i 

CIVIL  AERONAUTICS  BOARD 


In  the  Matter  \ 

°f  I 

The  application  of  National  Airlines,  V  Docket  No.  2678. 

Inc.  and  Joseph  A.  Thomas  for  /  360S- 

approval  of  interlocking  relation-  V 
ships  under  Section  409  (a)  of  the  1 
Civil  Aeronautics  Act  of  1938. 


National  Airlines,  Inc.  (hereinafter  designated  as  the 
“air  carrier  applicant”)  and  Joseph  A.  Thomas  (herein¬ 
after  designated  as  the  “individual  applicant”)  hereby 
make  application  for  approval  of  certain  interlocking  rela¬ 
tionships  under  Section  409  (a)  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  and  in  support  of  said  applica¬ 
tion  respectfully  state  as  follows: 

I 

1.  The  individual  applicant,  Joseph  A.  Thomas,  is  a 
resident  of  New  York,  New  York  and  a  citizen  of  the 
United  States  of  America. 

2.  The  individual  applicant  is  a  general  partner  in 
Lehman  Brothers,  Investment  Bankers,  1  William  Street, 
New  York,  New  York.  This  is  the  major  business  activity 
of  the  individual  applicant. 

3.  A  description  of  the  interlocking  relationship  for 
which  approval  is  sought  is  described  as  follows : 
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(a)  The  individual  applicant  was  elected  to  the 
Board  of  Directors  of  American  Export  Lines,  Inc. 
at  a  special  meeting  of  the  Board  of  Directors  held 
October  4,  1945.  The  persons  primarily  responsible 
for  individual  applicant’s  election  to  the  Board  of 
Directors  of  American  Export  Lines,  Inc.  were  the 
stockholders  of  American  Export  Lines,  Inc. 

The  duties  of  the  individual  applicant  for  Ameri¬ 
can  Export  Lines,  Inc.  are  those  of  a  Director.  Indi¬ 
vidual  applicant  devotes  approximately  two  days  per 
month  to  his  duties  as  a  Director  of  American  Export 
Lines,  Inc. 

(b)  The  individual  applicant  was  elected  to  the 
Board  of  Directors  of  National  Airlines,  Inc.  at  the 
annual  stockholders  meeting  held  September  12,  1946. 
Persons  primarily  responsible  for  the  individual  appli¬ 
cant’s  election  were  the  stockholders  of  National  Air¬ 
lines,  Inc. 

The  contemplated  duties  of  the  individual  appli¬ 
cant  will  be  to  serve  as  a  Director  of  National  Airlines, 
Inc.  in  the  New  York  area  and  to  act  as  Chairman  of 
the  Finance  Committee  of  the  company. 

(c)  The  individual  applicant  does  not  occupy  any 
interlocking  relationship  which  has  been  approved  by 
or  is  subject  to  approval  by  the  Board  except  for  the 
proposed  relationship  for  which  approval  is  being 
sought  herein. 

4.  Individual  applicant  will  represent  his  personal 
interests  and  the  interest  of  his  banking  associates,  Lehman 
Brothers,  on  the  Board  of  Directors  of  National  Airlines, 
Inc.  The  financial  interest  held  by  the  individual  applicant 
in  air  carriers,  common  carriers,  persons  engaged  in  any 
phase  of  aeronautics  otherwise  than  as  an  air  carrier,  or 
persons  whose  principal  business  in  purpose  or  in  fact  is 
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the  holding  of  stock  in,  or  control  of  any  other  person 
engaged  in  any  phase  of  aeronautics  are  as  follows : 

American  Overseas  Airlines,  Inc.  2000  shares  of  stock 

Pacific  Northern  Airlines  2000  “  “  fi 

National  Airlines,  Inc.  3000  11  11  “ 

American  Export  Lines  13650  “  “  11 

Gulf  Atlantic  Transportation  Co.  400  “  11  “ 

The  financial  interests  held  by  Lehman  Brothers  (includ¬ 
ing  the  various  partners)  in  any  air  carrier,  common 
carrier,  person  engaged  in  any  phase  of  aeronautics  other¬ 
wise  than  as  an  air  carrier,  or  person  whose  principal 
business  in  purpose  or  in  fact  is  the  holding  of  stock  in 
or  control  of  any  other  person  engaged  in  any  phase  of 
aeronautics  is  as  follows:  ; 


Shares 

200 

43,3371/2 

42 

100 

4,900 

2,067 

2,659 

60 

5,SS0 


Joseph  A.  Thomas 

American  Export  Lines . 

American  Overseas  Airlines . 

Gulf  Atlantic  Transportation  Co . 

Pacific  Northern  Airlines . 

National  Airlines,  Inc . 


13,650 

2,0Q0 

400 

2,000 

3,000 


Lehman  Brothers 
Name  of  Security 

American  Cable  &  Radio  Corp . 

American  Export  Lines . 

American  Zeppelin  Transport . 

Consolidated  Vultee  Aircraft . 

Continental  Airlines,  Inc . 

Keeshin  Freight  Lines,  Inc.  F.S . 

Postal  Telegraph  Inc . 

Western  Union  Telegraph  Co.  A . 

National  Airlines . 


I 
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Jeffrey  F.  Thomas-Trust  (1) 


American  Export  Lines .  100 

American  Overseas  Airlines,  Inc .  7 

Michael  M.  Thomas-Trust  (1) 

American  Export  Lines .  100 

American  Overseas  Airlines,  Inc .  11 


(At  close  of  business  October  5,  1946) 

(1)  J.  W.  Thomas  trustee  with  no  beneficial  interest. 

5.  The  name  and  address  of  each  business  of  which 
the  individual  applicant  is  an  officer,  director,  partner, 
trustee,  receiver,  manager,  attorney,  agent  or  controlling 
stockholder  or  employee,  the  general  character  of  each  such 
business  and  a  description  of  the  individual  applicant’s 
financial  interest  t 

Name  and  address  of 
organization  and 
position  of  Individual 
Applicant 

Lehman  Brothers 
1  William  Street 
New  York,  New  York 
General  Partner 

The  Flintkote  Company 
30  Rockefeller  Plaza 
New  York,  New  York 
Director 

American  Export  Lines,  Inc. 

25  Broadway 
New  York,  New  York 
Director 


Constance  Spry,  Inc. 

322  Park  Avenue 
New  York,  New  York 
Director 

Estate  of  Thomas  Hitchcock, 
Trustee 


herein  is  as  follows: 


Nature  of 
Business 


Individual  applicant's] 
financial  interest 


Investment  bankers 


General  partner 


Building  materials 


100  shares  of  stock 


Operators  of  steamships  13,750  shares  of  stod 
to  Mediterranean.  Black 
Sea  and  Indian  Ocean, 
and  holder  of  minority 
interest  in  American 
Overseas  Airlines,  Inc. 


Florists 


None 


Jr.  Administration  of  estate  None 


A 
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\ 

6.  During  the  past  year  the  individual  applicant  has 
received  the  following  benefits,  monies  or  other  things  of 
value  from  the  air  carrier  applicant  and  from  American 
Export  Lines,  Inc. 

(a)  The  individual  applicant  received  $3,124.95 
covering  the  period  from  January  16,  1946  to  August 
31,  1946  for  serving  as  Chairman  of  the  Finance  Com¬ 
mittee  of  the  air  carrier  applicant.  The  foregoing 
compensation  is  based  on  a  salary  of  $5,000  per  annum. 

(b)  The  individual  applicant  received  $1,758.34  in 

director’s  fees  from  American  Export  Lines,  Inc., 
covering  the  period  from  October  4,  1945  to  September 
18,  1946.  | 

(c)  The  individual  applicant  expects  to  receive  an 
annual  salary  of  $5,000  for  the  remainder  of  the  year 
1946  from  the  air  carrier  applicant. 

(d)  The  individual  applicant  expects  to  receive 
from  American  Export  Lines  only  the  usual  directors 
fees. 

7.  The  names  and  titles  of  all  officers  and  directors  of 
air  carrier  applicant  are  as  follows : 

Officers 

G.  T.  Baker,  President  I 

George  E.  Gardner,  Executive  Vice  President 

H.  C.  Dobbs,  Vice  President  (Traffic)  i 

J.  D.  Crane,  Vice  President  (Maintenance  and 

Engineering) 

J.  C.  Brawner,  Treasurer 

R.  P.  Foreman,  Secretary 

T.  A.  Prevost,  Assistant  Vice  President 

F.  E.  Howe,  Assistant  Secretary  and  Assistant 

Treasurer  ! 
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Directors 

G.  T.  Baker,  Chairman 
J.  C.  Brawner 

J.  D.  Crane 

H.  C.  Dobbs 
R.  P.  Foreman 
George  E.  Gardner 
George  W.  Gibbs,  Jr. 

William  K.  Jacobs,  Jr. 

Paul  R.  Scott 

E.  P.  Taliaferro 
J.  A.  Waterman 

Joseph  A.  Thomas  (Subject  to  CAB  approval) 

The  names  and  titles  of  all  Officers  and  Directors  of 
American  Export  Lines,  Inc.  are  as  follows: 

Officers 

W.  II.  Coverdale,  President 
John  E.  Slater,  Executive  Vice  President 
John  F.  Gehan,  Vice  President 
II.  M.  Gillespie,  Vice  President,  Secretary  a^d 
Treasurer 

Samuel  Grudin,  Assistant  Treasurer 
C.  J.  Kinney,  Assistant  Secretary 

Directors 

W.  H.  Coverdale 
John  E.  Slater 
H.  M.  Gillespie 
Charles  IT.  Bav 
Joseph  A.  Thomas 
Thomas  W.  Bowers 
John  H.  Hancock 
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8.  The  individual  applicant  hereby  states  that  the  report 
to  the  Board  pursuant  to  Section  280.1  of  the  Economic 
Regulations  is  being  filed  concurrently  with  the  filing  of  this 
application  and  that  the  information  contained  therein  is 
true  and  correct  to  the  best  of  his  knowledge  and  belief. 

The  air  carrier  applicant  hereby  states  that  there  is 
presently  on  file  with  the  Board  a  report  pursuant  to  Sec¬ 
tion  2S0.1  of  the  Economic  Regulations  for  each  officer  and 
director  of  the  air  carrier  applicant  except  those  for  F.  E. 
Howe  and  J.  A.  Thomas  which  are  being  filed  concurrently 
with  this  application. 

9.  The  names  of  the  largest  stockholders,  not  exceeding 
twenty,  who  hold  one  per  centum  or  more  of  the  vdting 
capital  stock  of  the  air  carrier  applicant  are  as  follows : 


G.  T.  Baker .  168,000  NAL  Common  Stock  22.4% 

Baclie  &  Co .  7,565  “  “  “  1.0% 

Clark  Carr  &  Ellis .  9,000  “  “  “  1.2% 

Jacques  Coe  &  Co .  8,940  “  “  “  1.19% 

Lehman  Brothers .  30,137  “  “  “  4.01% 

Gerald  M.  Livingston .  12,720  “  “  “  1.69% 

Merrill  Lynch,  Pierce, 

Fenner  &  Beane .  14,721  “  “  “  1.96% 

H.  S.  Parker .  14,020  “  “  “  1.86% 

Sartorius  &  Co .  22,179  “  11  11  2.95% 


(The  above  list  are  the  only  stockholders  who  hold  an  excess  of 
one  per  cent  of  National  Airlines  Common  Stock.) 

The  names  of  the  twenty  largest  stockholders  holding 
one  per  centum  or  more  of  the  voting  capital  stock  of 
American  Export  Lines,  Inc.,  together  with  the  number 
of  shares  of  each  class  of  stock  held  by  each  of  such  stock¬ 
holders  and  the  percentage  which  such  shares  bear  to  the 
total  authorized  and  outstanding  number  of  shares  of  the 
same  class  are  as  follows: 
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%  to  Total  %  to  Total 
Number  of  Authorized  Outstanding 

Shares  1,250,000  1,200,000 


W.  H.  Coverdale . 

Charles  U.  Bav . 

Salkeld  &  Co.. . 

Lehman  Brothers  . 

Olen  &  Co . 

Manuel  E.  Kulukundis . 

Margaret  Hitchcock  . 

Sigler  &  Co . 

Adele  L.  Lehman,  Richard  J. 
Bernhard,  Benjamin  J.  But- 
tenweiser  &  John  L.  Loeb 
TTEES  U-T-L-W-T  of 
Arthur  Lehman,  D  e  c  ’  d. 
F-B-0  Adele  L.  Lehman, 

c/o  Lehman  Brothers . 

Excess  Reinsurance  Co.  of 

America  . 

Dixon  &  Co . 

Joseph  A.  Thomas . 

Pauline  Ickelheimer  Trust  #1 

Allan  S.  Lehman . 

Smith  Barney  &  Co . 

Frederick  L.  Ehrman  . 

Marsh  &  McLennan  Inc.  of 

N.  Y . 

Francis  I.  Dupont  &  Co . 

Cudd  &  Co . 

Ruth  K.  Heilman  . 


192,500 

.15400 

.16041 

88,750 

.07100 

.07395 

74,915 

.05993 

.06242 

43,337 

.03467 

.03611 

31,250 

.02500 

.02604 

30,105 

.02408 

.02508 

29,9121/> 

.02393 

.02492 

23,945 

.01915 

.01995 

19,950 

.01596 

.01662 

18,750 

.01500 

.10562 

17,500 

.01400 

.01458 

13,750 

.01100 

.01146 

12,500 

.01000 

.01042 

12,500 

.01000 

.01042 

12,375 

.00990 

.01031 

11,350 

.00908 

.00946 

11,250 

.00900 

.00937 

10,850 

.00868 

.00904 

10,350 

.00828 

.00862 

10,000 

.00800 

.00833 

10.  The  air  carrier  applicant  holds  one  share  of  stock 
in  Aeronautical  Radio,  Inc.,  National  Press  Building,  Wash¬ 
ington,  D.  C..  Other  than  this  one  share  of  stock,  the  air 
carrier  applicant  does  not  hold  any  stock  in  any  other 
concern. 

11.  The  following  is  a  description  of  all  professional, 
financial  or  other  business  transactions  or  arrangements 
which  have  been  entered  into  within  one  year  prior  to  the 
date  of  the  filing  of  this  application  by  the  air  carrier 
applicant  with  the  individual  applicant  and  by  the  air 
carrier  applicant  or  the  individual  applicant  with  American 
Export  Lines,  Inc. : 
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(a)  The  firm  of  Lehman  Brothers,  of  which  the 
individual  applicant  is  a  partner,  together  with  other 
banking  houses  underwrote  a  public  offering  of  150,000 
shares  of  Common  Stock  of  National  Airlines,  Inc. 
which  was  sold  to  the  public  at  $25.50  per  share  on 
August  14,  1946.  On  January  15,  1946,  the  individual 
applicant  entered  into  an  arrangement  with  National 
Airlines,  Inc.  under  the  terms  of  which  he  agreed  to 
serve  as  Chairman  of  the  Finance  Committee  of  such 
Corporation  and  to  be  reimbursed,  therefor,  at  the  rate 
of  $5,000  per  annum. 

There  are  no  professional,  financial  or  other 
business  transactions  or  arrangements  between  the 
individual  applicant,  the  air  carrier  applicant,  and 
American  Export  Lines,  Inc.  except  that  the  individual 
applicant  is  a  director  of  American  Export  Lines,  Inc. 

There  are  no  professional,  financial  or  other  busi¬ 
ness  transactions  or  arrangements  contemplated 
between  the  air  carrier  applicant,  the  individual  appli¬ 
cant,  and/or  American  Export  Lines,  Inc.  except  that 
the  arrangements  between  the  individual  applicant  and 
the  air  carrier  applicant  and  American  Export  Lines, 
Inc.  are  expected  to  continue  as  stated  hereinbefore. 

12.  The  public  interest  will  not  be  adversely  affected 
by  the  approval  of  the  interlocking  relationship  for  which 
approval  is  hereby  requested.  The  air  carrier  applicant 
is  the  holder  of  certificates  of  public  convenience  and  neces¬ 
sity  authorizing  air  transportation  of  persons,  property 
and  mail  over  Routes  31  and  39  and  over  an  international 
route  between  the  co-terminal  points  Tampa/Miami,  Fla. 
and  Havana,  Cuba.  Route  31  extends  from  New  York, 
N.  Y.  and  Newark,  N.  J.  to  Miami,  Fla.  via  various  inter¬ 
mediate  points.  Key  West,  Fla.  is  a  terminal  point  on 
Route  31  under  a  temporary  certificate.  Route  39  extends 
from  New  Orleans,  La.  to  Pensacola,  Fla.  and  thence  (a) 
to  Jacksonville,  Fla.  and  (b)  to  Miami,  Fla.,  via  various 


50 


Application  for  Approval  of  Interlocking  Relationship. 

intermediate  points.  American  Export  Lines,  Inc.  operates 
a  steamship  service,  carrying  cargo  and  passengers  to  and 
from  the  Mediterranean  and  Black  Sea  areas  and  to  certain 
ports  in  Solon  and  India.  The  two  companies  do  not  com¬ 
pete  with  each  other  and  there  are  no  affiliations  between 
these  corporations.  American  Export  Lines,  Inc.  is  a 
minority  stockholder  in  American  Overseas  Airlines,  Inc. 
but  has  no  other  interest  in  any  branch  of  aviation.  It 
does  not  contemplate  any  such  future  interest.  American 
Overseas  Airlines,  Inc.  is  engaged  in  the  transportation  of 
passengers,  cargo  and  mail  between  points  in  the  North¬ 
eastern  United  States  and  Europe  including  England, 
Germany,  Scandinavian  countries  and  Russia.  National 
Airlines,  Inc.  and  American  Overseas  Airlines,  Inc.  do  not 
compete  with  each  other  and  do  not  have  any  other  economic 
conflicts. 

Wherefore,  the  applicants  respectfully  request  that  the 
Board  approve  the  interlocking  relationship  which  will 
exist  by  reason  of  the  election  of  the  individual  applicant 
to  the  Board  of  Directors  of  the  air  carrier  applicant. 

National  Airlines,  Inc. 

The  Air  Carrier  Applicant 

By  S/  G.  T.  Baker 
G.  T.  Baker,  President 

The  Individual  Applicant 

S/  Joseph  A.  Thomas 
Joseph  A.  Thomas 
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Verification. 

State  of  Florida 
County  of  Dade 

G.  T.  Baker,  being  first  duly  sworn,  deposes  and  says 
as  follows: 

That  he  is  President  of  National  Airlines,  Inc.,  the  air 
carrier  applicant  named  in  this  application;  that,  (except  as 
to  the  statements  in  Items  Nos.  1,  2,  3(c),  4,  5,  6(b),  6(d) ; 
that  part  of  Item  7  naming  the  Officers  and  Directors  of 
American  Export  Lines;  the  first  paragraph  of  Item  8;  the 
second  paragraph  of  Item  9;  and  that  part  of  Item  11 
which  describes  the  relationships  between  the  individual 
applicant  and  American  Export  Lines,  Inc.,  for  which 
statements  he  and  the  air  carrier  applicant  disclaim 
responsibility;)  he  has  read  and  is  familiar  with  the  con¬ 
tents  of  the  application  and  intends  and  desires  that  in 
granting  or  denying  the  relief  requested,  the  Board  shall 
place  full  and  complete  reliance  upon  the  accuracy  of  each 
and  every  statement  contained  therein ;  that  he  is  familiar 
with  the  facts  therein  set  forth;  that  to  the  best  of  his 
information  and  belief  every  statement  contained  therein 
is  true  and  no  such  statement  is  misleading;  that  he  has 
personally  made  a  careful  investigation  of  all  the  facts 
surrounding  the  interlocking  relationship  for  which 
approval  is  sought  in  this  application,  and  the  application 
includes  all  the  information  required  by  section  248.1  of 
the  Economic  Regulations  and  it  contains  no  misleading 
statement  and  does  not  omit  information  which  would  tend 
to  show  that  the  public  interest  would  be  adversely  affected 
by  the  existence  of  the  proposed  interlocking  relationship. 

S/  G.  T.  Baker 
G.  T.  Baker  \ 

Subscribed  and  sworn  to  before  me,  a  Notary  Public  in 
and  for  the  State  of  Florida,  County  of  Dade,  this  14th 
day  of  November,  1946.  i 

S/  Harry  A.  Peck 
Notary  Public 

My  Commission  expires: 

(Notary  Public,  State  of  Florida 

at  Large.  My  commission  expires 

December  25,  1948.  Bonded  by  j 

American  Surety  Co.  of  N.  Y.) 
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Verification. 


State  of  New  York, 

County  of  New  York, 

Joseph  A.  Thomas,  being  first  duly  sworn,  deposes  and 
says  as  follows : 

That  lie  is  the  individual  applicant  named  in  this  appli¬ 
cation;  that,  (except  as  to  the  statement  in  Item  7  describ¬ 
ing  the  Officers  and  Directors  of  the  air  carrier  applicant; 
the  second  paragraph  of  Item  S;  the  first  paragraph  of 
Item  9;  and  Item  12  for  which  statements  he  disclaims 
responsibility)  he  has  read  and  is  familiar  with  the  contents 
of  the  application  and  intends  and  desires  that  in  granting 
or  denying  the  relief  requested,  the  Board  shall  place  full 
and  complete  reliance  upon  the  accuracy  of  each  and  every 
statement  contained  therein;  that  he  is  familiar  with  the 
facts  therein  set  forth;  that  to  the  best  of  his  information 
and  belief  every  statement  contained  therein  is  true  and 
no  such  statement  is  misleading:  that  he  has  personally 
made  a  careful  investigation  of  all  the  facts  surrounding 
the  interlocking  relationship  for  which  approval  is  sought 
in  this  application,  and  the  application  includes  all  the 
information  required  by  section  248.1  of  the  Economic  Reg¬ 
ulations  and  it  contains  no  misleading  statement  and  does 
not  omit  information  which  would  tend  to  show  that  the 
public  interest  would  be  adversely  affected  by  the  existence 
of  the  proposed  interlocking  relationship. 

S/  Joseph  A.  Thomas 
Joseph  A.  Thomas 

Subscribed  and  sworn  to  before  me,  a  Notary  Public  in 
and  for  the  State  of  New  York.  County  of  New  York,  this 
12th  day  of  November,  1946. 

S/  May  Rainer 
Notar v  Public 

My  Commission  expires: 

(May  Rainer 

Notary  Public,  Kings  Countv 
Kings*  Co.  Clk’s  No.  558,  Reg.  No.  309-R-7 
New  York  Co.  Clk’s  No.  619,  Reg.  No.  440-R-7 
Commission  expires  March  30,  1947) 
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BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 


! 


1st  the  Matter 

of 

The  application  of  National  Airlines, 
Inc.  and  Joseph  A.  Thomas  for 
approval  of  interlocking  relation¬ 
ships  under  Section  409  (a)  of  the 
Civil  Aeronautics  Act  of  1938. 


Docket  No.  2678 
3605 


The  undersigned  individual,  Joseph  A.  Thomas  (herein¬ 
after  called  the  “individual  applicant”)  hereby  amends  the 
Application  filed  November  27,  1946  executed  by  the  indi¬ 
vidual  applicant  and  National  Airlines,  Inc.  pursuant  to 
Section  409  (a)  of  the  Civil  Aeronautics  Act  of  1938  as 
amended  by  changing  item  4  thereof  to  read  as  follows : 

“4.  The  name  of  the  person  or  persons,  if  any, 
whom  the  individual  applicant  represents  or  will  Rep¬ 
resent  on  the  board  of  directors  of  each  air  carrier 
applicant,  together  with  a  statement  as  to  any  financial 
interest  held  by  such  person  or  persons  in  any  air 
carrier,  common  carrier,  person  engaged  in  any  phase 
of  aeronautics  otherwise  than  as  an  air  carrier,  or  per¬ 
son  whose  principal  business  in  purpose  or  in  fact,  is 
the  holding  of  stock  in,  or  control  of  any  other  person 
engaged  in  any  phase  of  aeronautics. 
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The  individual  applicant  represents  no  other  per¬ 
son  or  persons  on  the  Board  of  Directors  of  the  air 
carrier  applicant.” 

The  reason  for  making  this  amendment  is  that  at  the 
time  of  the  filing  of  the  Application  the  firm  of  Lehman 
Brothers  owned  stock  of  National  Airlines,  Inc.  but  it  sub¬ 
sequently  sold  such  stock  and  does  not  own  any  at  the 
present  time. 

National  Airlines,  Inc.  is  not  executing  this  amendment 
as  the  verification  of  the  President  of  National  Airlines, 
Inc.  to  the  original  Application  did  not  cover  this  item  and 
that  it  was  covered  only  by  the  verification  of  the  individual 
applicant. 

Dated:  January  26,  1951. 


Joseph  A.  Thomas, 
Individual  Applicant. 
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Relationship. 

State  of  New  York, 

County  of  New  York, 

Joseph  A.  Thomas  (hereinafter  called  “deponent'’), 
being  duly  sworn,  deposes  and  says: 

i 

That  deponent  lias  read  and  is  familiar  with  the  con¬ 
tents  of  the  foregoing  amendment;  that  deponent  intends 
and  desires  that  in  granting  or  denying  the  relief  requested, 
the  Board  shall  place  full  and  complete  reliance  upon  the 
accuracy  of  each  and  every  statement  contained  therein; 
that  deponent  is  familiar  with  the  facts  therein  set  forth; 
that  to  the  best  of  deponent’s  information  and  belief,  every 
statement  contained  therein  is  true  and  no  such  statement 
is  misleading;  that  deponent  has  personally  made  a  care¬ 
ful  investigation  of  all  of  the  facts  surrounding  the  inter¬ 
locking  relationships  for  which  approval  is  sought  in  the 
foregoing  amendment  and  the  application  therein  referred 
to,  and  the  foregoing  amendment  and  the  application 
therein  referred  to  include  all  information  which,  as  a 
result  of  his  investigation,  deponent  believes  should  be 
included  therein,  and  that  no  information  has  been  omitted 
which  deponent  believes  would  tend  to  show  that  the  pub¬ 
lic  interest  would  be  adversely  affected  by  the  approval 
of  such  interlocking  relationships. 

Joseph  A.  Thomas. 

Subscribed  and  sworn  to  before  me,  a  Notary  ' 

Public  in  and  for  the  State  and  Countv  above  > 

y 

mentioned  this  26th  day  of  January,  1951. 

May  Rainer 
May  Rainer 

Notary  Public,  State  of  New  York 
Qualifiedin  N.  Y.  County  No.  31-3197700 
Cert.  Filed  With  N.  Y.  Co.  Clk.  &  Reg. 

Commission  Expires  March  30,  1951 


(Seal) 
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[Filed  with  Board  on  July  5,  1950.] 

BEFORE  THE 

CIVIL  AERONAUTICS  BOARD. 


Robert  Lehman, 

Individual  Applicant, 

and 

Pan  American  World  Airways,  Inc., 
Air  Carrier  Applicant. 


Docket  No.  4566. 

3605. 


Application  to  the  Civil  Aeronautics  Board  under  Section 
409  (a)  of  the  Civil  Aeronautics  Act  of  1938,  as  amended, 
and  regulations  issued  pursuant  thereto,  for  approval  of 
interlocking  relationships  falling  within  the  purview  of  said 
Section. 

Dated:  June  29,  1950. 

To  the  Civil  Aeronautics  Board 
'Washington,  D.  C. 

The  undersigned  individual,  Robert  Lehman  (herein¬ 
after  called  the  “individual  applicant”),  and  the  under¬ 
signed  air  carrier,  Pan  American  World  Airways,  Inc. 
(hereinafter  called  the  “air  carrier  applicant”),  hereby 
make  this  application  under  Section  409(a)  of  the  Civil 
Aeronautics  Act  of  193S,  as  amended  (hereinafter  called 
the  “Act”),  and  the  regulations  issued  pursuant  thereto, 
for  approval  of  the  interlocking  relationship  hereinafter 
described,  and  as  a  basis  therefor  respectfully  show  the 
following: 
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1.  The  full  name,  place  of  residence  and  citizenship  of 
the  individual  applicant : 

Full  Name  Residence  Citizenship 

Robert  Lehman .  625  Park  Avenue  United  States 

New  York,  N.  Y.  of  America 

2.  The  name  and  address  of  the  major  business  or  professional 
activity  of  the  individual  applicant: 

Name  Address 

Partner  of  investment  banking  1  William  Street, 
firm  of  Lehman  Brothers  New  York  4,  N.  Y. 

3.  A  complete  description  of  the  interlocking  relationship 
for  which  approval  is  sought,  and  a  description  of  any 
other  interlocking  relationships  occupied  by  the  indi¬ 
vidual  applicant  which  have  been  approved  by  the  Civil 
Aeronautics  Board: 

The  individual  applicant  occupies  no  positions  involving 
interlocking  relationships  within  the  meaning  of  the  Act. 
Approval  is  sought  of  the  interlocking  relationship  which 
will  exist  by  reason  of  the  individual  applicant  holding  the 
positions  described  below: 

Pan  American  World  Airways,  Inc.  The  individual 
applicant  was  originally  elected  a  director  of  Pan  American 
Airways,  Inc.  on  October  18,  1928,  by  the  directors  of  that 
company  and  subsequently  re-elected  by  its  stockholders. 
The  person  responsible  for  the  original  election  was  Mr. 
Juan  T.  Trippe,  President  of  the  company.  On  January  3, 
1950,  the  corporate  name  of  Pan  American  Airways,  Inc. 
was  changed  to  Pan  American  World  Airways,  Inc.  (the 
air  carrier  applicant  herein).  The  individual  applicant’s 
duties  in  connection  with  this  position  are  those  usually 
pertaining  to  the  position  of  director  of  a  corporation.  The 
approximate  amount  of  time  devoted  thereto  is  several 
hours  per  month  while  attending  meetings  and  discussing 
with  the  management  matters  relating  to  the  business  of 
the  air  carrier  applicant. 

United  Fruit  Company.  The  individual  applicant  was 
originally  elected  a  director  of  this  company  by  the  directors 
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on  April  21,  194S,  and  subsequently  re-elected  by  the  stock¬ 
holders.  The  person  responsible  for  the  original  election 
was  Mr.  Samuel  Zemurray,  President  of  the  Company.  On 
June  6,  1950,  the  individual  applicant  notified  United  Fruit 
Company  that  pending  a  decision  on  the  instant  application 
he  would  not  act  as  a  director  of  that  company.  His  past 
duties  have  been  and  his  contemplated  duties  will  be  those 
normally  associated  with  the  duties  of  a  director  of  a  corpo¬ 
ration.  It  is  expected  that  several  hours  per  month  will  be 
devoted  to  attending  meetings  and  consultation  with  the 
management  of  the  above  corporation. 

4.  The  name  of  the  person  or  persons,  if  any,  whom  the 
individual  applicant  represents  or  will  represent  on 
the  board  of  directors  of  each  air  carrier  applicant, 
together  with  a  statement  as  to  any  financial  interest 
held  by  such  person  or  persons  in  any  air  carrier,  com¬ 
mon  carrier,  person  engaged  in  any  phase  of  aeronau¬ 
tics  otherwise  than  as  an  air  carrier,  or  person  whose 
principal  business  in  purpose  or  in  fact,  is  the  holding 
of  stock  in,  or  control  of  any  other  person  engaged  in 
any  phase  of  aeronautics. 

The  individual  applicant  represents  no  other  person  or 
persons  on  the  Board  of  Directors  of  the  air  carrier 
applicant. 

5.  The  name  and  address  of  each  business  (including  but 
not  limited  to  corporations,  partnerships,  trusts,  etc.) 
of  which  the  individual  applicant  is  an  officer,  director, 
partner,  trustee,  receiver,  manager,  attorney,  agent,  or 
controlling  stockholder  or  employee,  the  general  char¬ 
acter  of  each  such  business,  and  a  description  of  the 
individual  applicant’s  financial  interest  therein: 


General 

Character 

Individual 

Individual 

Applicant’s 

Name  and 

of 

Applicant’s 

Financial 

Address 

Business 

Affiliation 

Interest 

American  Cable  &  Radio  Corp. 
67  Broad  Street 

New  York,  N.  Y. 

Cable  and 
Radio 

Director  & 
Member  of 
Executive 
Committee 

Associated  Dry  Goods  Corp. 
Delaware  Trust  Building 
Wilmington,  Del. 

Department 

Stores 

Director 

1,000  shs, 

59 


Application  for  Approval  of  Interlocking  Relationship. 


Name  and 

Address 

General 

Character 

of 

Business 

Individual 

Applicant's 

Affiliation 

Individual 

Applicant's 

Financial 

Interest 

C.  I.  T.  Financial  Corp. 

1  Park  Avenue 

New  York,  N.  Y. 

Finance  & 
Factoring 

Director 

i 

General  American  Investors 

44  "Wall  Street 

New  York,  N.  Y. 

* 

Investment 

Company 

Director  & 
Member  of 
Executive 
Committee 

30,627  shs. 

General  Cigar  Company 

119  W.  40th  St. 

New  York,  N.  Y. 

Cigars 

Director 

General  Foods  Corporation 

250  Park  Ave. 

New  York,  N.  Y. 

Food 

Products 

Director  & 
Member  of 
Auditing 
Committee 

100  shs. 

Gimbel  Brothers,  Inc. 

Broadway  &  33rd  St. 

New  York,  N.  Y. 

Department 

Stores 

Director  & 
Member  of 
Advisory 
Committee 

15^266  shs. 

The  Lehman  Corporation 

1-3  S.  William  Street 

New  York,  N.  Y. 

Investment 

Company 

Director 
&  President 

30.765  shs. 

The  May  Department  Stores 
Company 

1440  Broadway 

New  York,  N.  Y. 

Department 

Stores 

Director 

Pan  American  World  Airways, 
k  Inc. 

135  E.  42nd  St, 

New  York,  N.  Y. 

Air  Carrier 

Director 

1,300  shs. 

Twentieth  Century  Fox  Film 
Corp. 

444  W.  56th  St. 
jNew  York,  N.  Y. 

Motion 

Pictures 

Director 

2,000  shs. 

Lehman  Brothers 

1  William  St. 

New  York,  N.  Y. 

Underwriters, 
Dealers  and 
Brokers  of 
Securities, 
etc. 

Partner 

General 
partnership 
interest  in¬ 
cluding 
participat¬ 
ion  in 
capital. 
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6.  A  complete  description  of  any  benefit  and  of  the  amount 
of  and  basis  for  any  money  or  thing  of  value  (i) 
received  by  the  individual  applicant  during  the  last 
year  from  each  air  carrier  applicant  and  from  any  per¬ 
son  with  whom  the  individual  applicant  has  or  seeks  to 
have  an  interlocking  relationship,  whether  for  services, 
reimbursement  of  expenses  or  otherwise,  and  (ii)  which 
the  applicant  contemplates  receiving  from  any  such 
person  during  the  continuance  of  the  interlocking  rela¬ 
tionship. 

(a)  During  the  year  ended  May  31,  1950  the  individual 
applicant  received  the  following  payments  and  benefits 
from  the  air  carrier  applicant  and  the  person  with 
whom  he  seeks  to  have  an  interlocking  relationship. 

Pan  American  World  Airways,  Inc. — $700  for  attend¬ 
ing  meetings  of  Board  of  Directors.  A  pass  permitting 
the  individual  applicant  to  travel  over  the  routes  oper¬ 
ated  by  the  air  carrier  applicant  and  certain  of  its  affili¬ 
ated  companies. 

United  Fruit  Company 

1949 — $50  Director’s  Fee 

$  4  Reimbursement  Taxi  Fare  trip  to  Boston 

(6/1/49  to  5/31/50)  1949 — $200  Dividends  on  100  shs. 

stock 

1950 — $200  Dividends  on  100  shs. 
stock 

(b)  During  the  continuance  of  the  interlocking  relationship 
which  the  individual  seeks  to  occupy,  the  individual 
applicant  contemplates  receiving  from  Pan  American 
World  Airways,  Inc.,  a  pass  permitting  the  individual 
applicant  to  travel  over  the  routes  operated  by  such 
company,  directors  fees  in  such  amounts  as  may  be 
authorized  from  time  to  time  by  the  Board  of  Direc¬ 
tors  of  that  company,  and  such  dividends  as  may  be 
paid  on  stock  of  that  corporation  which  may  be  owned 
by  the  individual  applicant. 

During  the  continuance  of  the  interlocking  relationship, 
the  individual  applicant  contemplates  receiving  from 
United  Fruit  Company,  such  directors  fees  as  may  be 
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authorized  from  time  to  time  by  that  company  and  such 
dividends  as  may  be  paid  on  stock  of  that  company 
which  may  be  owned  by  the  individual  applicant. 

7.  The  names  and  titles  of  all  officers  and  directors  of 
each  air  carrier  applicant  and  of  each  person  with 
whom  the  individual  applicant  has  or  seeks  to  have 
an  interlocking  relationship: 

(a)  United  Fruit  Company 


Directors 


T.  Jefferson  Coolridge,  Chairman 
Sam  G-.  Baggett 


Thomas  M.  Bancroft 
Edward  L.  Bigelow 
Thomas  D.  Cabot 
William  H.  Claflin,  Jr. 
Channing  H.  Cox 
George  W.  Davison 
Crawford  H.  Ellis 
W.  Cameron  Forbes 
Robert  M.  La  Follette,  Jr. 
George  C.  Lee 


Joseph  W.  Montgomery 
Arthur  E.  Nicholson 
Floyd  B.  Odium 
John  K.  Olyphant,  Jr. 
Arthur  A.  Pollan 
H.  Harris  Robson 
Huntley  N.  Spaulding 
Charles  H.  Stockton 
John  E.  Toulmin 
John  A.  Werner 
Samuel  Zemurray 


Executive  Officers 

President 

Executive  Vice  President 
Vice  President  j 

Vice  President 
Vice  President 
Vice  President 
Vice  President 
Secretary 
Comptroller 
Treasurer 

(b)  Pan  American  World  Airways,  Inc. 

Directors 

Charles  Francis  Adams 
Harold  M.  Bixby 
Prescott  S.  Bush 


Samuel  Zemurray 
Arthur  A.  Pollan 
H.  Harris  Robson 
Joseph  W.  Montgomery 
Hartlv  Rowe 
Walter  E.  Turnbull 
Sam  G.  Baggett 
Arthur  E.  Nicholson 
Louis  S.  Sisto 
Emery  N.  Leonard 
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S.  M.  Fairchild 
Henry  J.  Friendly 
Franklin  Gledhill 
David  S.  Ingalls 
Robert  Lehman 
John  C.  Leslie 
George  C.  Marshall 
E.  0.  McDonnell 
Mark  T.  McKee 
Samnel  F.  Pryor 
W.  H.  Standley 
Vernon  F.  Taylor 
J.  T.  Trippe 

Officers 


President  . 

Vice-President  and  Assistant  to 

the  President  . 

Vice-President . 

Vice-President . 

Vice-President . 

Vice-President . 

Vice-President . 

Vice-President  &  General 

Counsel . 

Secretary  &  General  Attorney . 

Comptroller . 

Vice-President — Traffic  &  Sales 
Vice-President  &  Chief  Engineer 
Vice-President — Latin  American 

Division  . 

Vice-President — Pacific  Alaska 

Division  . 

Vice-President . 

Vice-President — Orient . 

Assistant  Vice-President . 

Assistant  Vice-President . 

Assistant  Vice-President . 

Assistant  Vice-President . 

Assistant  Vice-President . 

Assistant  Comptroller  . 

Treasurer . . . 


J.  T.  Trippe 

Samuel  F.  Pryor 
Harold  M.  Bixby 
Franklin  Gledhill 
E.  Balluder 
John  C.  Leslie 
John  H.  Towers 

Henry  J.  Friendly 
H.  Preston  Morris 
J.  S'.  Woodbridge 
Willis  G.  Lipscomb 
A.  A.  Priester 

Wilber  L.  Morrison 

Harold  E.  Gray 
Clarence  M.  Young 
W.  L.  Bond 
A.  M.  Archibald 
J.  Carroll  Cone 
William  J.  McEvoy 
Henry  H.  Berke 
Jerome  D.  Fenton 
Amos  Hiatt 
R.  G.  Ferguson 
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Assistant  Treasurer 
Assistant  Secretary 
Assistant  Secretary 
Assistant  Secretary 


Roland  P.  Monson 
A.  M.  Archibald 
Edward  G.  Rothrock 
Joseph  J.  Cantwell 


8.  With  respect  to  the  individual  applicant  a  statement 
that  the  information  contained  in  the  most  recent 
report  filed  by  him  with  the  Board  pursuant  to  part 
245  of  this  chapter  is  the  same  as  of  the  date  within 
30  days  of  the  filing  of  this  application  pursuant  to 
this  regulation,  or,  if  such  information  has  changed,  a 
statement  setting  forth  the  details  of  such  changes ;  and 
with  respect  to  each  officer  and  director  of  each  air 
carrier  applicant  other  than  the  individual  applicant, 
a  statement  that  there  is  presently  on  file  with  the 
Board  a  report  pursuant  to  part  245  of  this  chapter 
for  each  such  individual  officer  or  director. 


(a)  There  is  presently  on  file  with  the  Civil  Aeronautics 
Board  a  report  pursuant  to  Part  245  of  the  Economic 
Regulations  for  each  of  the  directors  and  officers  of 
the  air  carrier  applicant. 

(b)  The  information  contained  in  the  most  recent  report 
filed  by  the  individual  applicant  with  the  Civil  Aero¬ 
nautics  Board  pursuant  to  Part  245  of  the  Economic 
Regulations  is  the  same  as  of  May  31,  1950,  a  date 
within  30  days  of  the  filing  of  this  application,  except 
for  the  following  changes  which  took  place  from 
January  1,  1950,  through  May  31,  1950: 


'Robert  Lehman 

Continental  Airlines,  Inc . 

American  Tel.  &  Tel.  3%%  due  6/20/59 
International  Telephone  &  Telegraph  Co. 
Missouri  Pacific  RR  5%  bond  due  1977 
Missouri  Pacific  RR  5%  bond  due  1981 


— Shares  or  Par  Value - 

Acquired  Disposed  of 

200  shs. 
350M 


800  shs. 
47M 

Air 


Missouri  Kansas  Texas  RR  7  %  Cum. 


Pfd  Stock  .  1,000  shs. 

Missouri  Pacific  RR  5%%  bond  due  1949  275M 


Partnership  of  Lehman  Brothers 

American  Airlines  3/66  . .  55M  32M; 

American  Tel.  &  Tel.  Conv.  3%  6/20/59  970M 

American  Tel.  &  Tel.  Conv.  2-3/4/61 .  500M 
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Capital  Airlines,  Inc.  4/60  A. 

Airflects,  Inc.  Common . 

American  Export  Lines,  Inc.. 


— Shares  or 
Acquired 

10  shs. 


J Robert  Owen  Lehman  Trust  #1  <$•  2 
American  Tel.  &  Tel.  3%/59  . 


Robert  Owen  Lehman  Trust  #S 
American  Tel.  &  Tel.  3%/59  . 

Robert  Owen  Lehman  Trust  #4  5 

American  Tel.  &  Tel.  3%/59  . 

Philip  Isles  Trust  £1 

American  Tel.  &  Tel.  31/£/59  . 

Jean  I.  Stralcm  Trust 

American  Hawaiian  Steamship  Co. 
American  Tel.  &  Tel.  3%/59  . . 

Pauline  Ickelheimer  Trust  #1  <$•  S 
American  Tel.  &  Tel.  3^/59  . 


Pauline  Ickelheimer  Trust  #2 


American  Tel.  &  Tel.  3%/59 

auline  Ickelheimer  Trust  #4 
American  Tel.  &  Tel.  ZVs/59 


Par  Value - n 

Disposed  of 

$70,500 

45*4  shs. 


American  Tel.  &  Tel.  2-3/4/57 . 

9,000  shs. 

9,000  shs. 

Amexport,  Inc.  A  . 

1,351  shs. 

Amexport,  Inc.  B  . 

2,176  shs. 

Wisconsin  Central  Rv.  4/49 . 

25M 

American  Tel.  &  Tel.  2-3/4/57 . 

285M 

Southern  Pacific  Co.  Rights . 

50,000  shs. 

50,000  shs. 

Southern  Pacific  Co.  Conv.  3/60 . 

500M 

500M 

Capital  Airlines,  Inc.  4/60  B . 

27M 

27M 

Capital  Airlines,  Inc . . 

2,430  shs. 

2,430  shs. 

American  Tel.  &  Tel.  2-3/4/71 . 

7.S00M 

7,800M 

Northwestern  Bell  Telephone  Co.  2-3/4/74 

2,500M 

2,500M 

Pan  American  World  Airways,  Inc . 

57,977  shs. 

57,977  shs. 

300  shs. 
75M 


SOM 

Robert  Lehman 


On  May  31,  1950  the  Estate  or'  Philip  Lehman  (in  which 
has  an  interest)  owned: 

4,000  shs.  Gulf  Atlantic  Transportation  Co. 

50  M  Missouri  Pacific  RE  5/77 


9.  The  names  (i)  of  the  largest  stockholders,  not  exceed¬ 
ing  twenty,  who  hold  1  per  cent  or  more  of  the  voting 
capital  stock  of  any  air  carrier,  applicant  and  (ii)  of 
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the  largest  stockholders,  not  exceeding  twenty,  who 
hold  1  per  cent  or  more  of  the  voting  capital  stock 
of  any  person  with  whom  an  interlocking  relationship 
is.  sought  by  such  application  to  be  approved,  together 
with  the  number  of  shares  of  each  class  of  stock  held 
by  each  of  such  stockholders  and  the  percentage  which 
such  shares  bear  to  the  total  number  of  shares  of 
the  same  class  authorized  and  outstanding. 

(a)  Pan  American  World  Airways ,  Inc. 

The  stockholders  holding  of  record  one  per  cent  or 
more  of  the  total  of  the  voting  capital  stock  of  the 
above  corporation,  with  the  percentage  which  such 
holding  bears  to  the  total  issued  and  outstanding,  and 
a  statement  as  to  the  persons,  if  any,  other  than  the 
holder  for  whose  account  all  or  any  part  of  such  shares 
are  held,  are  as  set  forth  in  Schedule  I,  Part  I, 
hereto  annexed  and  hereby  made  a  part  thereof. 

(b)  United  Fruit  Company 

The  stockholders  holding  of  record  one  per  cent  or 
more  of  the  total  of  the  voting  capital  stock  of  the 
above  corporation,  with  the  percentage  which  such 
holding  bears  to  the  total  issued  and  outstanding, 
and  a  statement  as  to  the  persons,  if  any,  other  than 
the  holder  for  whose  account  all  or  any  part  of  such 
shares  are  held,  are  as  set  forth  in  Schedule  I,  Part 
II,  hereto  annexed  and  hereby  made  a  part  hereof. 

10.  A  description  of  the  shares  of  stock  or  other  interests 
held  by  each  air  carrier  applicant  or  for  its  account 
in  persons  other  than  itself. 

A  description  of  the  shares  of  stock  or  other  interests 
held  by  Pan  American  World  Airways,  Inc.,  the  air 
carrier  applicant  herein,  is  as  set  forth  in  Schedule 
II,  hereto  annexed  and  hereby  made  a  part  hereof. 

11.  A  full  description  of  any  professional,  financial  or 
other  business  transactions  or  arrangements  which 
have  been  entered  into  within  one  year  prior  to  the 
date  of  the  filing  of  the  application  by  each  air  carrier 
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applicant  with  the  individual  applicant  and  by  each 
air  carrier  applicant  or  individual  applicant  with  any 
person  with  whom  the  individual  applicant  has  or 
seeks  to  have  an  interlocking  relationship,  together 
with  a  full  statement  as  to  anv  such  transactions  or 
arrangements  which  it  is  contemplated  may  be  entered 
into  while  such  interlocking  relationship  continues. 

(a)  Between  the  individual  applicant  and  the  air  carrier 
applicant: 

None,  other  than  as  stated  in  items  3  and  6. 

(b)  Between  the  individual  applicant  and  any  other  person 
with  whom  the  individual  applicant  seeks  to  have  an 
interlocking  relationship: 

United  Fruit  Company 

None,  other  than  stated  in  items  3  and  6. 

(c)  Between  air  carrier  applicant  and  any  other  person 
with  whom  individual  applicant  seeks  to  have  an  inter¬ 
locking  relationship: 

United  Fruit  Company 

Interline  Passenger  Traffic  Agreements  dated  August 
14,  1933  between  Pan  American  Airways,  Inc.  and 
United  Fruit  Company  covering  the  sale  of  tickets  by 
offices  of  both  companies  over  such  other’s  lines,  and 
letter  agreement  dated  April  24,  1947  and  March  3, 
1950  covering  changes  in  commissions  to  be  paid  for 
transportation  sold.  These  agreements  were  filed  with 
the  Civil  Aeronautics  Board  pursuant  to  Section  412 
of  the  Civil  Aeronautics  Act  on  June  19,  1950.  Trans¬ 
actions  under  these  agreements  for  the  year  ended 
May  31,  1950  amounted  to  $2,873.60  in  favor  of  Pan 
American,  and  $264.00  in  favor  of  United  Fruit  Com¬ 
pany. 

United  Fruit  Company  entered  into  a  Universal  Air 
Travel  Plan  Agreement  with  Pan  American  on  October 
1,  1948.  Payments  to  Pan  American  under  that  Plan 
amounted  to  $34,S68.S4  for  the  year  ended  Mav  31, 
1950. 
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During  the  year  ended  May  31,  1950,  Pan  American 
paid  United  Fruit  Company  $16,037.71  for  ocean 
freight  carried  by  that  company. 

No  transactions  between  the  above  two  companies  are 
anticipated  during  the  continuance  of  the  interlocking 
relationship,  except  transactions  under  the  above  men¬ 
tioned  agreements,  and  carriage  of  ocean  freight  by 
United  Fruit  Company  for  Pan  American  in  substan¬ 
tially  the  same  volume  as  in  the  past. 

Wherefore,  the  above-named  individual  applicant  and 
the  above-named  air  carrier  applicant  respectfully  pray 
that  the  Civil  Aeronautics  Board  approve  the  interlocking 
relationship  for  the  approval  of  which  this  application  is 
submitted. 

j 

Dated:  June  29,  1950. 


/s/  Robert  Lehman 
Individual  Applicant 

Pan  American  World  Airways,  Inc. 

By  /s/  Erwin  Balluder 
Vice-President 
Air  Carrier  Applicant 


! 

i 
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State  of  New  York 
County  of  New  York 

Robert  Lehman,  (hereinafter  called  “deponent”), 
being  duly  sworn,  deposes  and  says : 

1.  Deponent  resides  at  625  Park  Avenue,  New  York, 
New  York;  deponent  is  the  individual  applicant  named  in, 
and  who  executed,  the  foregoing  application. 

2.  Deponent  has  read  and  is  familiar  with  the  contents 
of  the  foregoing  application,  including  Schedule  I,  &  II 
annexed  thereto,  deponent  intends  and  desires  that  in 
granting  or  denying  the  relief  requested  the  Board  shall 
place  full  and  complete  reliance  upon  the  accuracy  of  each 
and  every  statement  contained  in  the  foregoing  applica¬ 
tion,  deponent  is  familiar  with  the  facts  therein  set  forth, 
to  the  best  of  deponent’s  information  and  belief  every 
statement  contained  therein  is  true  and  no  such  statement 
is  misleading,  deponent  has  personally  made  a  careful 
investigation  of  all  of  the  facts  surrounding  the  interlock¬ 
ing  relationships  for  which  approval  is  sought  in  the  fore¬ 
going  application,  and  the  foregoing  application  includes 
all  the  information  required  by  section  251.3  of  the  Eco¬ 
nomic  Regulations  and  it  contains  no  misleading  statement 
and  does  not  omit  information  which  would  tend  to  show 
that  the  public  interest  would  be  adversely  affected  by  the 
existence  of  the  proposed  interlocking  relationships. 

/s/  Robert  Lehman 
Robert  Lehman 

Subscribed  and  sworn  to  before  me,  a  Notary 
Public  in  and  for  the  State  and  County  ► 
above-mentioned,  this  3rd  day  of  July,  1950. 

/s/  May  Rainer 
May  Rainer 

Notary  Public,  State  of  New  York 
No.  31-3197700 

Qualified  in  New  York  County 
Certificates  filed  with : 

New  York  County  Clk.  Reg. 

Commission  Expires  March  30,  1951 

Notarial  Seal 
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State  of  New  York  } 

County  of  New  York  j  ss’ : 

Erwin  Balluder,  (hereinafter  called  “deponent”)? 
being  duly  sworn,  deposes  and  says : 

1.  Deponent  resides  at  New  Hartford,  Connecticut; 
deponent  is  a  Vice-President  of  Pan  American  World  Air¬ 
ways,  Inc.,  the  air  carrier  applicant  named  in,  and  which 
executed  the  foregoing  application. 

2.  Except  as  to  and  excluding  all  statements  in  items 
Nos.  1,  2,  5,  7(a),  S(b)  and  Schedule  I,  Part  II,  and  in 
the  parts  of  items  Nos.  3,  6,  9  and  11,  which  relate  to  persons 
other  than  Pan  American  World  Airways,  Inc.,  for  which 
statements  deponent  and  Pan  American  World  Airways, 
Inc.  disclaim  responsibility,  deponent  has  read  and  is 
familiar  with  the  contents  of  the  foregoing  application, 
including  the  schedule  annexed  thereto,  deponent  intends 
and  desires  that  in  granting  or  denying  the  relief  requested 
the  Board  shall  place  full  and  complete  reliance  upon  the 
accuracy  of  each  and  every  statement  contained  therein, 
deponent  is  familiar  with  the  facts  therein  set  forth,  to  the 
best  of  deponent’s  information  and  belief  and  every  state¬ 
ment  contained  therein  is  true  and  no  such  statement  is 
misleading,  deponent  has  personally  made  a  careful  investi¬ 
gation  of  all  of  the  facts  surrounding  the  interlocking 
relationships  for  'which  approval  is  sought  in  the  foregoing 
application,  and  the  foregoing  application  includes  all  the 
information  required  by  section  251.3  of  the  Economic 
Regulations  and  it  contains  no  misleading  statement  and 
does  not  omit  information  which  would  tend  to  show  that 
that  public  interest  would  be  adversely  affected  by  the  exist¬ 
ence  of  the  proposed  interlocking  relationships. 

/s/  Erwin  Balluder 
Erwin  Balluder 

Subscribed  and  sworn  to  before  me,  a  Notary' 

Public  in  and  for  the  State  and  County  above-  ► 
mentioned,  this  29th  day  of  June,  1950.J  ! 

/s/  Emma  F.  Rahn 
Emma  F.  Rahn 

Notary  Public.  State  of  New  York 
No.  41-8483200 

Qualified  in  New  York  County 
Certificates  filed  with: 

Queens,  New  York  County  Clerks 
Queens,  New  York  County  Register’s  Offices 
Term  expires  March  30,  1952. 
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SCHEDULE  I  TO  APPLICATION 
PART  I 

PAN  AMERICAN  WORLD  AIRWAYS,  INC. 

Stockholders  holding  of  record  one  percent  or  more  of 
the  total  of  6,145,0S2  shares  of  the  capital  stock  (the  only 
class  of  stock  authorized)  of  Pan  American  World  Air¬ 
ways,  Inc.  issued  and  outstanding  at  the  close  of  business 
on  May  31,  1950,  and  stockholders  whose  holdings  of  Pan 
American  World  Airways,  Inc.  stock  plus  stock  of  that 
Company  they  are  entitled  to  hold1  equals  or  exceeds  one 
per  cent  of  the  voting  capital  stock  issued  and  outstanding 
as  of  that  date. 
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Name  of  Stockholder  or  person 

No.  of  shares  of 

Pan  American  World 
Airways,  Inc.  stock 
held  and  %  of 

No.  of  shares  of 
Pan  American 

Total  of  shares 
held  and  shares 

Percentage  the 
total  of  shares  held 
and  entitled  to  be 
held  bears  to  the 
total  issued  and 
outstanding  shares 

total  issued  and 

Airways  Corpo¬ 

entitled  to  be 

of  Pan  American 

entitled  to  hold  such  stock 

t - outstanding - 

ration  stock  held2 

held 

World  Airways,  Inc, 

Name  of  Person,  if  any, 
other  than  the  holder 
of  record,  for  whose  account 
shares  are  held 


Merrill,  Lynch,  Pierce,  Fenner  &  Beane 
TO  Pine  Street 


Xew  York,  New  York. 

431,953 

7.03% 

1,000 

432,953 

7.04% 

Bache  &  Company 

30  Wall  Street 

New  York,  N.  Y. 

131,595 

2.14% 

540 

132,135 

2.15% 

Francis  I.  Dupont  &  Co. 

1  Wall  Street 

New  York,  New  York. 

S4,3S2 

1.37% 

14,320 

9S,702 

1.61% 

Carl  M.  Loeb  Rhoades  &  Co. 

61  Broadway 

New  York,  New  York. 

3S,546 

.63% 

45,5S0 

84,126 

1.37% 

E.  F.  Hutton  &  Co. 

61  Broadway 

New  York,  New  York. 

71,015 

1.15% 

300 

71,315 

1.16% 

The  air  carrier  applicant  requested  the 
holder  to  furnish  this  information,  but  the 
holder  refused  to  do  so. 

The  air  carrier  applicant  has  been  advised 
that  this  stock  is  held  for  this  company’s 
clients,  none  of  whose  interest  exceeds 
exceeds  5,100  shares. 

The  air  carrier  applicant  requested  the 
holder  to  furnish  this  information,  but  the 
holder  refused  to  do  so. 

The  air  carrier  applicant  has  been  advised 
that  this  stock  is  heid  for  this  company’s 
clients,  the  largest  of  whose  interest  is 
12,100  shares. 

The  air  carrier  applicant  has  been  advised 
that  this  stock  is  held  for  this  company’s 
clients,  none  of  whose  interest  exceeds 
5,000  shares. 


i  As  of  May  31,  1950,  the  Bankers  Trust  Company,  ns  transfer  agent  for  Pan 
American  World  Airways,  Inc.  held  450,503  shares  of  the  capital  stock  of  that  corpo¬ 
ration  which  shares  were  the  undistributed  remainder  of  shares  deposited  with  Bankers 
Trust  by  Pan  American  Airways  Corporation  (dissolved  Delaware  Corporation)  for 
distribution  to  stockholders  of  Pan  American  Airways  Corporation,  and  which  were 
still  so  held  on  that  date  pending  the  surrender  by  the  persons  entitled  to  such  shares 
of  the  stock  certificates  of  Pan  American  Airways  Corporation. 


2  Holders  of  shares  of  stock  of  Pan  American  Airways  Corporation  are  entitled 
to  an  equal  number  of  shares  of  the  stock  of  Pan  American  World  Airways,  Inc.  upon 
surrender  of  their  shares  of  Pan  American  Airways  Corporation  stock. 
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SCHEDULE  II  TO  APPLICATION 

PAN  AMERICAN  WORLD  AIRWAYS,  INC. 


As  of  the  date  of  the  application  to  which  this  schedule 
is  annexed,  the  above  air  carrier  owned  the  following 
shares  of  stock,  all  of  which  were  held  of  record  by  it  for 
its  own  account  except  as  otherwise  stated : 


(a)  800  shares,  of  the  par  value  of  100  Venezuelan 
bolivares  each,  being  less  than  2%  of  the  issued 
and  outstanding  shares,  of  the  capital  stock  of 
Compania  Anonima  Hotelera  Venezolana,  a 
Venezuelan  corporation. 

(b)  9,000  shares  of  the  par  value  of  500  cruzeiros 
each  of  common  stock,  being  all  of  the  issued  and 
outstanding  shares  of  capital  stock  of  Grandeis 
Hoteis,  S.  A.,  a  Brazilian  corporation. 

(c)  50,000  shares,  of  the  par  value  of  $1  each,  being 

all  of  the  issued  and  outstanding  shares  of  com¬ 
mon  stock  of  Intercontinental  Hotels  Corp.,  a 
Delaware  corporation,  and  50,000  shares  of  the 
par  value  of  $10  each,  being  all  of  the  issued  and 
outstanding  shares  of  preferred  stock  of  Inter¬ 
continental  Hotels  Corp.,  a  Delaware  corpora¬ 
tion.  ! 


(d)  5,221  shares,  of  the  par  value  of  10  pounds  per 
share  out  of  a  total  of  104,428  shares  issued  and 
outstanding  of  capital  stock  of  Bermuda  Develop¬ 
ment  Company,  Ltd.,  a  Bermuda  corporation. 


(e)  2,000  shares,  of  the  par  value  of  $1  per  share 
each,  out  of  a  total  of  S,000  shares  issued  and 
outstanding  of  the  Class  “A”  common  stock  of 
the  Liberian  Development  Corporation,  a  Dela¬ 
ware  corporation. 


(f)  10  shares,  of  the  par  value  of  $100  each,  of  the 
Common  Stock,  being  all  of  the  issued  and  out¬ 
standing  shares  of  the  capital  stock  of  Pan 
American  Airways  Sales  Corporation,  a  Dela¬ 
ware  corporation.  j 
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(g)  10  shares,  of  the  par  value  of  $100  each,  of  the 
Common  Stock,  being  all  of  the  issued  and  out¬ 
standing  shares  of  the  capital  stock,  of  Pan 
American  Airports  Corporation,  a  Delaware 
corporation. 

(h)  1,000  shares,  without  par  value,  being  all  of  the 
issued  and  outstanding  shares,  of  the  capital 
stock  of  Pan  American  Airways- Africa,  Ltd.,  a 
Delaware  corporation. 

(i)  100  shares,  of  the  par  value  of  100  FI.  each,  being 
all  of  the  issued  and  outstanding  shares,  of  the 
capital  stock  of  Surinaamsche  Luchthaven 
Exploitatie  Maatschappij,  X.  V.,  a  Dutch  cor¬ 
poration. 

(j)  1,000  shares,  without  par  value,  being  all  of  the 
issued  and  outstanding  shares,  of  the  capital  stock 
of  Pan  American  Air  Ferries,  Tnc.,  a  Delaware 
corporation. 

(k)  Four  Quotas  aggregating  40,000  Macau  Dollars, 
the  total  capitalization  of  Sociedade  Aeroportos 
Pan  American  de  Macau,  Limitada,  a  Portuguese 
limited  quota  company,  of  which  a  quota  of  34,000 
Macau  Dollars  is  held  by  Pan  American  World 
Airways,  Inc.  for  its  own  account  and  three  quotas 
aggregating  6,000  Macau  Dollars  are  held  by 
nominees  for  the  account  of  Pan  American  World 
Airwavs,  Inc. 

(l)  3,000  shares,  without  nominal  or  par  value,  out 
of  a  total  of  3.000  shares,  issued  and  outstanding, 
of  common  stock  of  Uraba  Medellin,  and  Central 
Airways,  Inc.,  a  Delaware  corporation;  also, 
1,500  shares,  of  the  par  value  of  $100.00  each,  of 
the  Preferred  Stock,  being  all  of  the  issued  and 
outstanding  shares  of  the  Preferred  Stock,  of 
Uraba,  Medellin  and  Central  Airways,  Inc.,  a 
Delaware  corporation. 

(m)  50,000  shares,  without  par  value,  of  capital  stock 
out  of  a  total  of  100,000  shares  issued  and  out¬ 
standing  of  the  capital  stock  of  Pan  American- 
Grace  Airways,  Inc.,  a  Delaware  corporation. 


75 


Application  for  Approval  of  Interlocking  Relationship. 

(n)  10  shares,  of  the  par  value  of  $1.00  each,  out  of 

a  total  of  70  issued  and  outstanding  shares,  of  the 
common  stock,  such  70  shares  being  all  of  the 
issued  and  outstanding  shares  of  the  capital  stock, 
of  Central  Air  Terminal,  Inc.,  a  New  York  cor¬ 
poration.  j 

(o)  2,500  shares,  of  the  par  value  of  100  Argentine 
pesos  each,  of  the  Common  Stock,  being  all  of  the 
issued  and  outstanding  shares  of  the  capital  stock 
of  Compania  de  Aviaeion  Pan  American  Argen¬ 
tina,  S.  A.,  an  Argentine  corporation. 

(p)  73,250  shares,  of  the  par  value  of  100  Mexican 
pesos  each,  out  of  a  total  of  175,000  shares  issued 
and  outstanding,  of  the  Common  Stock  of  Com¬ 
pania  Mexicana  de  Aviaeion,  S.  A.,  a  Mexican  cor¬ 
poration. 

(q)  48,000  shares,  of  the  par  value  of  10  Cuban  pesos 
each,  out  of  a  total  of  99,715  shares  issued  and 
outstanding,  of  the  Common  Stock,  of  Compaiiia 
Cubana  de  Aviaeion,  S.  A.,  a  Cuban  corporation. 

(r)  211,200  shares,  of  the  par  value  of  200  Brazilian 
Cruzeiros  each,  out  of  a  total  of  440,000  shares 
issued  and  outstanding,  of  the  Common  Stock  of 
Panair  do  Brasil,  S.  A.,  a  Brazilian  corporation. 

(s)  500  shares,  of  the  par  value  of  1,000  Mexican 
pesos  each,  out  of  a  total  of  1,250  issued  and  out¬ 
standing  shares,  of  the  Common  Stock  of  Aero- 
naves  de  Mexico,  S.  A.,  a  Mexican  corporation; 
also  400  shares,  of  the  par  value  of  1,000  Mexican 
pesos  each,  out  of  a  total  of  1,000  issued  and  out¬ 
standing  shares,  of  the  Preferred  Stock  of  Aero- 
naves  de  Mexico,  S.  A.,  a  Mexican  corporation. 

(t)  741  shares  of  the  par  value  of  1,000  Venezuelan 
bolivares  each,  out  of  a  total  of  2,000  issued  and 
outstanding  shares,  of  the  capital  stock  of  Aero- 
vias  Venezolanas,  S.  A.,  a  Venezuelan  corpora¬ 
tion. 

(u)  Quotas  aggregating  200,000  Portuguese  Escudos 
out  of  a  total  authorized  capital  of  200,000  EsCu- 
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dos,  of  Sociedade  Portuguese  de  Agencies  Areas 
Limitada,  a  Portuguese  Limited  quota  company 
of  which  one  quota  of  185,000  Escudos  is  held  of 
record  by  Pan  American  World  Airways,  Inc.  for 
its  own  account  and  3  quotas  aggregating  15,000 
Escudos  are  held  by  nominees  for  the  account  of 
Pan  American  World  Airways,  Inc. 

(v)  400  shares,  of  the  par  value  of  100  Dominican  dol¬ 
lars  each,  out  of  a  total  of  1,000  shares  issued 
and  outstanding,  of  the  capital  stock  of  Compania 
Dominicana  de  Aviacion,  C.  por  A.,  a  Dominican 
corporation. 

(w)  800  shares,  of  the  par  value  of  500  Cordobas  each, 
out  of  a  total  of  2,000  shares  subscribed  for  or 
issued  and  outstanding,  of  the  capital  stock  of 
Lineas  Aereas  de  Nicaragua,  S.  A.,  a  Nicaraguan 
corporation. 

(x)  800  shares,  of  the  par  value  of  200  Lempiras  each, 
out  of  a  total  of  2,000  shares  subscribed  for  or 
issued  and  outstanding,  of  the  capital  stock  of 
Servicio  Aerco  de  Honduras,  S.  A.,  a  Honduran 
corporation. 

(y)  441  shares,  equivalent  to  441,000  Colombian  pesos, 
subscribed  and  paid  into  Aeropuerto  de  Bogota, 
Limitada,  a  Colombian  corporation,  having  a  total 
capitalization  of  900,000  Colombian  pesos. 

(z)  1,650  shares,  of  the  par  value  of  20  Balboas  each, 
out  of  a  total  of  5,000  shares  subscribed  for  or 
issued  and  outstanding,  of  the  capital  stock  of 
Compania  Panamena  de  Aviacion,  S.  A.,  a  Pana¬ 
manian  corporation. 

(aa)  20  shares,  of  the  par  value  of  10,000  Colones  each, 
out  of  a  total  of  50  shares  subscribed  for  or  issued 
and  outstanding,  of  the  capital  stock  of  Lineas 
Aereas  Costarricenses,  S.  A.,  a  Costa  Rican  cor¬ 
poration. 

(bb)  127  shares,  of  the  par  value  of  10  dollars  each, 
out  of  a  total  of  4,657  issued  and  outstanding 
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shares,  of  the  capital  stock  of  Airlines  Terminal 
Corporation,  a  Delaware  corporation. 

(cc)  1  share,  of  the  par  value  of  1  dollar  each,  out  of 
a  total  of  26  issued  and  outstanding  shares,  of  the 
capital  stock  of  Airlines  Clearing  House,  Inc.j  a 
Delaware  corporation. 

(dd)  905  shares,  of  the  par  value  of  $10.00  each,  put 
of  a  total  of  32,079  shares  issued  and  outstanding, 
of  the  capital  stock  of  Aeronautical  Radio,  Inc., 
a  Delaware  corporation. 

(ee)  40  shares,  of  the  par  value  of  $1.00  each,  out  of 
a  total  of  700,000  shares  issued  and  outstanding, 
of  the  capital  stock  of  Expresso  Aereo  Inter- 
americano,  S.  A.,  a  Cuban  corporation.  i 

(ff)  3,077  shares  of  the  par  value  of  100  Ticals  eabh 
out  of  a  total  of  20,000  shares  authorized  of  the 
capital  stock  of  Aeronautical  Radio  of  Siam,  a 
Siamese  corporation.  Fifty  percent  of  the  sub¬ 
scription  price  of  the  stock  has  been  paid  for. 
The  remainder  of  the  price  is  payable  upon  call 
by  the  Board  of  Directors  of  Aeronautical  Radio 
of  Siam.  i 

(gg)  1  share,  of  the  par  value  of  $100  each,  out  of  a 
total  of  11  issued  and  outstanding  shares,  of  the 
Common  Stock  of  Radio  Aeronautica  de  Cuba,  a 
Cuban  corporation;  also  574  shares,  of  the  par 
value  of  $100  each,  out  of  a  total  of  2,396  issued 
and  outstanding  shares,  of  the  preferred  stock  of 
Radio  Aeronautica  de  Cuba,  a  Cuban  corpora¬ 
tion. 

I 

(hh)  1,144,032  shares,  of  the  par  value  of  2.5  pesos  per 
share  out  of  a  total  of  2,400,000  shares  issued  and 
outstanding  of  the  capital  stock  of  Aerovi&s 
Nacionales  de  Colombia,  a  Colombian  corporation. 

(ii)  4,500  shares,  of  the  par  value  of  100  Lebanese 
Pounds,  out  of  a  total  of  12,500  shares  issued  and 
outstanding  of  the  capital  stock  of  Middle  East 
Airlines  Company,  S.  A.,  a  Lebanese  Corporation. 
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[Dated  August  9,  1950.] 

BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 


Robert  Lehman, 

Individual  Applicant, 

and 

Pan  American  "World  Airways,  Inc., 
Air  Carrier  Applicant. 


Docket  No.  4560 
3605 


To  Civil  Aeronautics  Board 
Washington,  D.  C. 

The  undersigned  individual,  Robert  Lehman,  (herein¬ 
after  called  the  “individual  applicant”),  and  the  under¬ 
signed  air  carrier,  Pan  American  World  Airways,  Inc. 
(hereinafter  called  the  “air  carrier  applicant”),  hereby 
amend  the  application  dated  June  29,  1950,  executed  by 
the  individual  applicant  and  the  air  carrier  applicant  and 
filed  with  the  Civil  Aeronautics  Board  (Docket  No.  4566) 
pursuant  to  Section  409(a)  of  the  Civil  Aeronautics  Act 
of  1938,  as  amended,  and  regulations  issued  pursuant 
thereto,  for  approval  of  the  interlocking  relationship  there¬ 
in  described  as  follows: 

1.  By  adding  the  following  at  the  end  of  item  5 : 

As  of  May  31,  1950,  the  Partnership  of  Lehman 
Brothers,  held  the  following  shares  of  stock  in  the 
above  listed  companies: 
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No.  of  Shs. 


American  Cable  &  Radio  Corporation .  20Q 

C.  I.  T.  Financial  Corporation .  100 

General  American  Investors .  7,759 

General  Cigar  Company  .  100 

General  Foods  Corporation  .  100 

The  Lehman  Corporation  .  5,037 

The  May  Department  Stores  Company .  600 


Dated :  August  9,  1950 

/s/  Robert  Lehman 
Individual  Applicant 

Pan  American  World  Airways,  Inc. 

By  /s/  E.  Balluder 
Vice  President 
Air  Carrier  Applicant 
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State  of  New  York 
County  of  New  Yore 

Robert  Lehman  (hereinafter  called  “deponent”),  being 
duly  sworn,  deposes  and  says : 

1.  That  deponent  resides  at  625  Park  Avenue,  New 
York,  New  York ;  that  deponent  is  the  individual  applicant 
named  in  and  who  executed  the  foregoing  amendment. 

2.  That  deponent  has  read  and  is  familiar  with  the 
contents  of  the  foregoing  amendment ;  that  deponent  intends 
and  desires  that  in  granting  or  denying  the  relief  requested, 
the  Board  shall  place  full  and  complete  reliance  upon  the 
accuracy  of  each  and  every  statement  contained  therein; 
that  deponent  is  familiar  with  the  facts  therein  set  forth; 
that  to  the  best  of  deponent’s  information  and  belief,  every 
statement  contained  therein  is  true  and  no  such  statement 
is  misleading;  that  deponent  has  personally  made  a  care¬ 
ful  investigation  of  all  of  the  facts  surrounding  the  inter¬ 
locking  relationships  for  which  approval  is  sought  in  the 
foregoing  amendment  and  the  application  therein  referred 
to,  and  the  foregoing  amendment  and  the  application  therein 
referred  to  include  all  information  which,  as  a  result  of  his 
investigation,  deponent  believes  should  be  included  therein, 
and  that  no  information  has  been  omitted  which  deponent 
believes  would  tend  to  show  that  the  public  interest  would 
be  adversely  affected  by  the  approval  of  such  interlocking 
relationships. 

/s/  Robert  Lehman 
Robert  Lehman 

Subscribed  and  sworn  to  before  me,  a  Notary' 

Public  in  and  for  the  State  and  County  above  ► 
mentioned  this  9th  day  of  August,  1950. 

/s/  Marion  E.  Beckman 

Marion  E.  Beckman 
Notary  Public,  State  of  New  York 
No.  41-5238700 
Qualified  in  Queens  County 
Cert.  Filed  with  New  York  Co.  Clerks 
Cert.  Filed  with  Queens  &  N.  Y.  Reg.  Offices 
Term  expires  March  30,  1952. 
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i 

[Filed  with  Board  October  15,  1951.] 

UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 

Docket  No.  3605  et  al. 

Lehman  Brothers  Interlocking  Relationships  Case 

i 


In  the  matter  of  the  interlocking  relationships  under  Sec¬ 
tion  409(a)  of  the  Civil  Aeronautics  Act  of  1938,  as 
amended,  involving  certain  partners  of  the  firm  Lehman 
Brothers. 

Served:  October  15,  1951. 

Upon : 

Eustace  Seligman,  48  Wall  Street,  New  York,  New 
York,  and  G.  Robert  Henry,  904  Kass  Building, 
Washington,  D.  C.,  for  Lehman  Brothers. 

H.  Don  Reynolds,  135  East  42nd  Street,  New  York, 
New  York,  for  Pan  American  World  Airways,  Inc. 

John  W.  Cross,  1625  K  Street,  N.  W.,  Washington, 
D.  C.,  for  National  Airlines,  Inc. 

C.  Edward  Leasure,  151S  K  Street,  N.  W.,  Washington, 
D.  C.,  for  Continental  Airlines,  Inc. 

John  W.  Simpson,  Counsel,  Bureau  of  Air  Operations, 
Civil  Aeronautics  Board,  Washington  25,  D.  C. 

Exceptions,  if  any,  must  be  filed  with  the  Secretary,  Civil 
Aeronautics  Board,  Washington,  D.  C.,  and  served  upon  all 
other  parties  within  10  days  from  the  date  of  service  shown 
above.  Briefs  in  support  of  such  exceptions  may  be  filed 
and  served  upon  all  other  parties  within  15  days  after  the 
date  set  for  filing  of  exceptions. 
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UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 

Docket  No.  3605  et  al. 

Lehman  Brothers  Interlocking  Relationships  Case 
Recommended  that: 

1.  The  Board  find  that  partners  of  Lehman  Brothers, 
serving  as  directors  of  enterprises  falling  •within  the  pur¬ 
view  of  Section  409(a)  of  the  Civil  Aeronautics  Act,  act  as 
representatives  of  other  partners  of  Lehman  Brothers  who 
serve  as  directors  of  air  carriers; 

2.  Interlocking  relationships  between  National  Airlines 
and  Pan  American  Airways,  Pan  American  Airways  and 
American  Export  Lines,  Pan  American  Airways  and  United 
Fruit  Company,  and  Consolidated  Vultee  Aircraft  Com¬ 
pany  and  Continental  Air  Lines,  National  Airlines  and  Pan 
American  Airways,  would  adversely  affect  the  public 
interest  and  should  be  disapproved;  and 

3.  The  remaining  interlocking  relationships  in  issue  in 
this  proceeding  would  not  adversely  affect  the  public 
interest  and  should  be  approved. 

Appearances : 

Eustace  Seligman,  G.  Robert  Henry,  and  Victor  S. 
Netterville,  for  Lehman  Brothers. 

II.  Don  Reynolds  and  David  L.  Stegg,  for  Pan  Ameri¬ 
can  World  Airways,  Inc. 

John  W.  Cross,  Richard  A.  Fitzgerald  and  John 
Hartson,  for  National  Airlines,  Inc. 

C.  Edward  Leasure,  for  Continental  Airlines,  Inc. 

William  F.  Kennedy  and  John  W.  Simpson,  Counsel, 
Bureau  of  Air  Operations. 
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Report  of  Herbert  K.  Bryan,  Examiner. 

The  Board  instituted  this  proceeding1  to  determine 
whether  any  of  the  partners  of  the  firm  of  Lehman  Brothers 
(the  firm)  who  serve  as  directors  or  officers  of  enterprises 
within  the  scope  of  Section  409(a)  of  the  Civil  Aeronautics 
Act  of  193S,  as  amended,  (section  409  enterprises)  are,  or 
may  be,  representatives  of  other  partners  who  are  directors 
of  air  carriers  and,  if  so,  whether  such  interlocking  rela¬ 
tionships  which  may  exist  would  be  adverse  to  the  public 
interest.  After  appropriate  notice  a  public  hearing  was 
held  and  the  parties  filed  briefs  to  the  Examiner. 

i 

Lehman  Brothers.  Lehman  Brothers,  a  New  York 
partnership,  is  an  investment  banking  firm.  Its  primary 
interests  are  dealing  in  securities  as  a  member  of  the  stock 
exchange,  management  of  investment  trusts,  municipal 
department  financing,  underwriting  utility  issues,  render¬ 
ing  services  through  the  firm’s  industrial  department, 
arranging  financial  details  of  mergers  and  consolidations, 
and  investing  in  securities.  Underwriting  of  security 
issues,  while  no  longer  the  primary  source  of  the  firm’s 
income,  constitutes  a  substantial  portion  of  its  activities. 

Originally  most  of  the  members  of  Lehman  Brothers 
were  blood  relatives.  Today,  with  twice  as  many  partners 
as  there  were  at  the  outset,  only  two,  who  are  cousins,  dre 
related  in  any  way.  Robert  Lehman,  the  most  active  d^d 
the  oldest  of  the  partners  in  terms  of  membership,  holds  the 
greatest  proportionate  interest  in  the  firm.  The  firm  has 
been  described  as  a  very  loose  partnership,  with  each  part¬ 
ner  having  his  time  at  his  own  disposal  and  free  to  do  as 
he  sees  fit.  For  example,  one  partner  testified  that  he  isj  in 
his  office  only  during  four  months  of  the  year.  The  f}rm 
holds  no  regular  meetings  of  the  partners  although  tfiey 
endeavor  to  lunch  together  weekly  in  the  firm  dining  ropm. 
Only  major  decisions  of  great  importance  concerning  the 


i 


i  Order  Serial  No.  E-2341,  dated  December  30,  1948. 
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firm  policy,  such  as  whether  an  underwriting  entailing  a 
risk  to  the  firm  should  be  undertaken,  are  discussed  among 
all  partners  prior  to  final  action.  The  members  of  the  firm 
serve  as  directors  of  various  corporations. 

The  firm  maintains  a  staff  of  employees  which  handles 
the  underwriting  of  investment  issues  and  an  industrial 
department  staffed  with  personnel  trained  in  financing 
which  prepares  studies  for  companies  in  which  Lehman 
Brothers  has  either  an  existing  or  a  prospective  interest 
as  an  investor  or  underwriter.  When  Lehman  Brothers 
handles  an  underwriting  of  a  corporation,  while  the  actual 
work  is  done  by  the  firm’s  staff,  the  partner  responsible 
for  the  contact  conducts  negotiations  on  behalf  of  Lehman 
Brothers.  Firm  profits  from  all  sources,  regardless  of 
which  partner  brings  in  the  business,  are  distributed  in 
accordance  with  the  partners’  interests  in  the  firm. 

Issues.  Section  409(a)  of  the  Act2  prohibits,  without 
Board  approval,  interlocking  relationships  between  any  air 
carrier,  on  one  hand,  and  a  person  who  is  a  common  carrier 
or  is  engaged  in  any  phase  of  aeronautics  or  whose  prin¬ 
cipal  business  is  holding  stock  in  any  other  person  engaged 
in  any  phase  of  aeronautics,  on  the  other.  An  interlocking 
relationship  may  exist  through  an  officer  or  director  of  an 


2  Section  409  (a)  of  the  Act  provides,  in  part: 

* ‘After  one  hundred  and  eighty  days  after  the  effective  date  of 
this  section,  it  shall  be  unlawful,  unless  such  relationship  shall  have 
been  approved  by  order  of  the  Authority  upon  due  showing,  in  the 
form  and  manner  prescribed  by  the  Authority,  that  the  public  interest 
will  not  be  adversely  affected  thereby — 

(1)  For  any  air  carrier  to  have  and  retain  an  officer  or  director 
who  is  an  officer,  director,  or  member  *  *  *,  in  any  other  person  who 
is  a  common  carrier  or  is  engaged  in  any  phase  of  aeronautics. 

(2)  For  any  air  carrier,  knowingly  and  willfully,  to  have  and 
retain  an  officer  or  director  who  has  a  representative  or  nominee  who 
represents  such  officer  or  director  as  an  officer,  director,  or  member 
*  *  *,  in  any  other  person  who  is  a  common  carrier  or  is  engaged  in 
any  phase  of  aeronautics. 

(3)  For  any  person  who  is  an  officer  or  director  of  an  air  carrier 
to  hold  the  position  of  officer,  director,  or  member  *  *  *,  or  to  have 
a  representative  or  nominee  who  represents  such  person  as  an  officer, 
director,  or  member  *  *  *,  in  any  other  person  who  is  a  common 
carrier  or  is  engaged  in  any  phase  of  aeronautics.” 
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air  carrier  holding  such  dual  interest  either  as  an  individual 
or  through  a  representative  or  nominee. 

Messrs.  Robert  Lehman,  Joseph  A.  Thomas,  and  Fred¬ 
erick  L.  Erhman,  Lehman  Brothers  partners,  are  directors 
of  Pan  American  World  Airways,  Inc.  (Pan  American), 
National  Airlines,  Inc.  (National),  and  Continental  Air 
Lines,  Inc.  (Continental),  respectively.  Mr.  Lehman  also  is 
a  director  of  United  Fruit  Company  (United  Fruit),  a 
common  carrier  engaged  in  steamship  operations,  and  Mr. 
Thomas  is  a  director  of  American  Export  Lines,  Inc. 
(American  Export),  also  a  common  carrier  engaged  in 
steamship  operations.  There  is  no  controversy  with  respect 
to  the  existence  of  an  interlocking  relationship  between 
Pan  American  and  United  Fruit  and  between  National  and 
American  Export.  The  only  issue  regarding  such  relation¬ 
ships  is  whether  they  would  adversely  affect  the  public 
interest. 

In  addition  to  passing  upon  those  relationships,  it  must 
be  determined  whether  interlocking  relationships  exist 
between  Continental  and/or  National  and/or  Pan  American, 
as  a  result  of  Lehman  partners  holding  directorships  in 
these  companies  and  whether  such  relationships  as  may 
exist  are  adverse  to  the  public  interest.  In  addition,  sev¬ 
eral  other  Lehman  partners  are  directors  of  other  enter¬ 
prises  falling  within  the  purview  of  Section  409(a)  of  the 
Act.  Mr.  Paul  M.  Mazur  is  a  director  of  Western  Union  Tele¬ 
graph  Company;  Mr.  John  D.  Hertz  holds  directorships  in 
the  Chicago  Motor  Coach  Company,  New  York  City  Omni¬ 
bus  Corporation,  and  Consolidated  Vultee  Aircraft  Corpo¬ 
ration,  and  Mr.  Paul  E.  Manheim  is  a  director  of  Commercial 
Pacific  Cable  Company.  With  respect  to  these  directors, 
it  must  be  determined  whether  they,  as  a  result  of  the  part¬ 
nership  affiliation  are,  in  law  or  fact,  representatives  or 
nominees  of  Messrs.  Lehman,  Thomas  and  Erhman  so  as 
to  constitute  interlocking  relationships,  and  whether  such 
relationships  as  may  exist  would  adversely  affect  the  public 
interest. 
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Counsel  for  the  Bureau  of  Air  Operations  (Bureau 
Counsel)  contend  that  the  Lehman  partners  who  serve  as 
directors  of  various  business  enterprises,  as  a  matter  of 
both  fact  and  law,  act  as  representatives  of  other  partners 
to  the  firm  and  that  interlocking  relationships  exist  between 
corporations  of  which  Lehman  partners  serve  as  directors. 
Partners  of  Lehman  Brothers  contend,  as  a  matter  of  both 
fact  and  law,  that  partners  serving  as  directors  of  Section 
409  enterprises  act  not  as  representatives  or  nominees  of 
other  partners  to  the  firm  but  solely  in  their  own  interest 
and  that  no  interlocking  relationship  exists  between  such 
enterprises,  on  one  hand,  and  Continental,  National  or  Pan 
American,  on  the  other,  or  between  any  of  the  three  carriers, 
as  a  result  of  the  partners  holding  such  positions. 

The  record  fails  to  disclose  any  evidence  that  partners 
of  Lehman  Brothers  have  been  appointed  directors  of  Sec¬ 
tion  409  enterprises  for  the  purpose  of  serving  as  repre¬ 
sentatives  or  nominees  of  Messrs.  Lehman,  Thomas,  or 
Ehrman.  To  the  contrary,  executives  of  Continental, 
National  and  Pan  American  and  Lehman  partners  holding 
directorships  in  such  carriers  testified  that  the  latter  were 
named  to  their  posts  as  a  result  of  their  interests  in  the 
enterprises  or  because  of  personal  relationships.  Thus, 
Mr.  Lehman  held  an  interest  in  the  predecessors  of  Pan 
American  Airways,  Inc.,  and  at  the  time  of  the  absorption 
of  the  predecessor  companies  by  Pan  American  he  was 
invited  by  Mr.  Trippe,  president  of  that  company,  to  become 
a  director.  He  has  continued  his  personal  investment  in 
Pan  American  and  at  present  holds  1300  shares. 

Mr.  Thomas  became  a  director  of  National  in  1946  after 
several  invitations  on  the  part  of  National’s  president, 
Mr.  Baker.  Mr.  Thomas  has  known  Mr.  Baker  since  1937, 
shortly  after  Mr.  Thomas  participated  with  the  firm  of 
Lehman  Brothers  and  several  friends  in  the  purchase  of 
a  block  of  National  stock.  Since  then  Mr.  Thomas  has  been 
a  substantial  stockholder  of  National  and  now  personally 
owns  3000  shares  of  its  common  stock.  Lehman  Brothers 
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has  handled  various  small  pieces  of  financing  for  National 
since  1937.  Mr.  Baker  testified,  however,  that  there  was  no 
connection  between  the  financing  of  National  by  Lehman 
Brothers  and  the  appointment  of  Mr.  Thomas  to  the  Board 
of  Directors. 

Mr.  Ehrman,  a  life-long  friend  of  Mr.  Robert  Six, 
president  of  Continental,  was  invited  to  become  a  director 
of  Continental  in  1947.  Mr.  Ehrman  has  been  a  substantial 
stockholder  in  Continental  for  a  considerable  period  and 
at  the  present  time  owns  2000  shares  in  the  company. 
Lehman  Brothers  handled  a  small  issue  of  stock  for  Con¬ 
tinental  in  1941,  before  Mr.  Ehrman  became  a  partner  in 
the  firm. 

Mr.  Hertz,  long  interested  in  transportation  through 
his  interest  in  TWA,  the  New  York  City  Omnibus,  and  the 
Chicago  Motor  Coach  Corporation,  desired  to  become  a 
director  of  a  company  engaged  in  the  manufacture  of  air¬ 
craft.  Through  a  mutual  friend  he  became  acquainted  with 
Mr.  Fleet,  president  of  the  Consolidated  Aircraft  Corpo¬ 
ration,  who  invited  him  to  become  a  director  of  the  com¬ 
pany.  Upon  being  named  to  the  position,  Mr.  Hertz  and  his 
immediate  family  invested  several  hundred  thousand  dol¬ 
lars  in  Consolidated  Aircraft.  Mr.  Victor  Emanuel  who 
succeeded  Mr.  Fleet  in  control  of  Consolidated  Aircraft 
and  Mr.  Floyd  Odium  who,  in  turn,  succeeded  Mr.  Emanuel 
were  old  friends  of  Mr.  Hertz  and  upon  the  acquisition  of 
control  invited  Mr.  Hertz  to  remain  as  a  director. 

Not  only  have  Lehman  partners  not  been  appointed  as 
representatives  of  the  firm  but  it  does  not  appear  that  any 
Lehman  partner  exercises  any  control  over  other  partners 
who  are  directors  of  enterprises  discussed  above.  Each 
partner  testified  to  the  effect  that  except  with  respect  to 
matters  of  public  interest  or  knowledge,  or  in  cases  of 
possible  merger  or  where  the  firm  of  Lehman  Brothers 
would  be  considered  as  a  possible  underwriter  of  an  issue 
entailing  a  risk,  he  would  consider  his  directorship  con¬ 
fidential  and  would  not  discuss  any  company  matters  with 
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any  other  Lehman  partner.  Except  in  one  instance  where 
there  is  a  conflict  of  testimony  of  the  partners,3  the  record 
fails  to  disclose  a  departure  from  this  policy. 

That  the  partners  serving  as  directors  have  exercised 
individual  action  is  apparent  from  the  diametrically 
opposed  views  and  action  taken  by  individual  Lehman  part¬ 
ners  on  various  occasions.  For  example,  conflicting  inter¬ 
ests  of  partners  arose  in  the  organization  of  American 
Export  Airlines.  Mr.  Thomas  and  Mr.  Hitchcock  were 
stockholders  and  directors  and  Mr.  Lehman  was  a  stock¬ 
holder  in  American  Export  Lines,  the  steamship  company. 
Mr.  Thomas  and  Mr.  Hitchcock  were  very  active  in  the 
organization  of  American  Export  Airlines  and  the  endeavor 
to  secure  a  certificate  to  engage  in  foreign  air  transporta¬ 
tion.  Robert  Lehman,  then  a  Pan  American  director,  voiced 
his  disapproval  of  the  venture  as  an  American  Export 
Lines  stockholder  contending  that  the  company  should  con¬ 
fine  its  activities  to  shipping  at  which  it  was  a  success  and 
should  not  seek  to  enter  the  air  transportation  field;  he 
also  contended  that  such  action,  if  taken,  would  be  unfriendly 
toward  Pan  American.  Notwithstanding  Mr.  Lehman’s 
views,  Mr.  Thomas  and  Mr.  Hitchcock  proceeded  with  their 
efforts  to  secure  a  certificate  of  public  convenience  and 
necessity  for  American  Export  Airlines. 

The  exercise  of  independent  action  on  the  part  of  the 
partners  also  was  apparent  with  respect  to  the  sale  of 
AO  A  to  Pan  American.  Mr.  Thomas,  director  of  American 
Export  and  a  20  percent  stockholder  of  AOA,  opposed  the 
sale  because  in  his  opinion  it  was  a  “bad  deal.”  Mr.  Hitch¬ 
cock  also  opposed  the  sale.  Regardless  of  their  views  Mr. 
Lehman  favored  the  transaction. 

While  the  record  discloses  no  instance  where  a  Lehman 
partner  has  been  named  a  director  of  a  Section  409  enter- 

3  Mr.  Hertz  testified  that  he  recalled  Mr.  Ehrman  mentioning  that 
il*  *  *  he  was  negotiating  some  with  Consolidated  Vultee  Aircraft."  Mr. 
Ehrman  testified  that  at  the  time  Continental  purchased  Convair  aircraft 
he  was  not  a  director  of  the  company  and  that  Mr.  Hertz  may  have  been 
referring  to  a  remark  regarding  financing  with  the  Chase  Bank  for  the 
purchase  of  Convairs  for  which  the  contract  already  had  been  signed. 
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prise  for  the  purpose  of  representing  other  partners  or 
that  any  partner  in  acting  as  a  director  has  failed  to  exer¬ 
cise  his  independent  judgment,  Lehman  partners  holding 
directorships  in  such  enterprises  in  one  sense  do  act  on 
behalf  of  the  firm.  Each  of  the  partners  involved  testified 
that  in  the  event  a  company  of  which  he  is  a  director  pro¬ 
poses  financing,  he  would  endeavor  to  secure  the  under¬ 
writing  business  for  Lehman  Brothers  so  long  as  the  firm 
could  do  as  good  a  job  as  any  other  banking  firm.  On  such 
occasions  the  Lehman  director  would  bring  such  matters 
to  the  firm’s  attention  and  discuss  them  with  the  other 
partners.  Mr.  Lehman  testified  that  he  recalled  being 
successful  once  in  securing  the  underwriting  of  a  Pan 
American  security  issue.  That  such  efforts  have  borne 
fruit  in  other  than  Section  409  enterprises  is  apparent 
from  the  fact  that  during  the  15-year  period  from  1935 
through  1949,  out  of  a  total  of  124  financings  by  companies 
with  Lehman  partners  as  directors,  Lehman  Brothers  served 
as  manager  or  co-manager  of  65  issues. 

Lehman  Brothers  urge  that  it  is  perfectly  natural  for 
a  Lehman  partner  serving  as  director  of  a  company  to 
endeavor  to  secure  that  company’s  financing  for  Lehman 
Brothers  and  that  such  action  amounts  to  nothing  more 
than  furthering  that  partner’s  own  personal  interest.  Under 
Section  409(b)  of  the  Act,4  a  partner  of  Lehman  Brothers 
who  is  a  director  of  an  air  carrier  may  not  participate  in 
profits  of  the  firm  realized  from  the  underwriting  of  secu¬ 
rity  issues  of  that  carrier.  Thus,  it  appears  that  insofar 
as  Lehman  partners  serving  as  directors  of  air  carriers 
are  concerned,  the  possibility  of  furthering  their  own  inter¬ 
ests  would  not  extend  to  profits  which  might  be  realized 
from  underwriting  issues  of  such  carriers. 

4  Section  409  (b)  of  the  Act  provides  that: 

“*  *  *  it  shall  be  unlawful  for  any  officer  or  director  of  any  air 
carrier  to  receive  for  his  own  benefit,  directly  or  indirectly,  any 
money  or  thing  of  value  in  respect  of  negotiation,  hypothecation^  or 
sale  of  any  securities  issued  or  to  be  issued  by  such  carrier,  or  to 
share  in  any  of  the  proceeds  thereof.” 
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Insofar  as  directors  of  Section  409  enterprises,  except 
air  carriers,  are  concerned  any  underwriting  business 
secured  for  Lehman  Brothers  is  firm  business  and  profits 
therefrom  are  divided  between  the  partners  in  the  same 
proportion  as  profits  from  any  other  partnership  business. 
While  the  director  of  such  enterprise  would  be  furthering 
his  own  personal  interests,  benefits  from  any  underwriting 
so  secured  also  would  accrue  to  the  firm  and  in  turn  to  the 
other  partners. 

Lehman  Brothers  have  urged  that  a  decisive  criterion 
in  determining  whether  a  partner  serving  as  director  of  a 
company  is  acting  as  a  representative  or  nominee  of  his 
firm  is  whether  such  partner  votes  in  accordance  with  the 
desires  of  his  partners  or  in  accordance  with  his  own  inde¬ 
pendent  judgment.  That  standard  is  equally  applicable  to 
the  partner’s  other  acts  as  a  director.  When  the  partner 
endeavors  to  secure  financing  of  the  company  for  which  he 
is  the  director,  he  obviously  is  acting  in  accordance  with 
the  wishes  of  the  firm.  Underwriting  of  security  issues 
still  comprises  a  substantial  portion  of  the  firm’s  business. 
It  is  assumed  that  such  business  is  profitable.  Any  profits 
realized  therefrom  will  accrue  to  the  other  partners  as 
much  as  to  the  one  bringing  in  the  business. 

In  addition  to  such  interests  the  partnership  may  have 
in  securing  the  underwriting  business  of  companies  of 
which  the  partners  are  directors,  they  participate  in  merger 
negotiations  on  behalf  of  the  firm.  For  example,  Lehman 
partners  or  employees  took  part  in  merger  negotiations 
between  National  and  Northeast  Airlines,  Capital  Airlines 
and  National,  National  and  Delta  Air  Lines,  Consolidated 
Vultee  and  Lockheed  Aircraft,  National  and  Braniff  Air¬ 
ways,  Continental  and  Mid-Continent  Airlines,  Continental. 
Mid-Continent  and  National,  and  Consolidated  Aircraft  and 
Vultee  Aircraft.  For  services  rendered  in  the  last  named 
merger.  Lehman  Brothers  received  a  fee  of  $40,000.  Profits 
realized  from  such  services  ultimately  accrue  to  the  individ¬ 
ual  partners.  Thus,  it  must  be  concluded  when  a  partner 
attempts  to  secure  an  underwriting  or  participates  in 
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merger  negotiations,  he  acts  on  behalf  of  the  firm  as  its 
representative. 

The  contention  of  counsel  for  Lehman  Brothers  that 
securing  financing  is  not  the  primary  reason  for  Lehman 
partners  serving  as  directors  is  not  inconsistent  with  this 
conclusion.  It  is  not  implied  that  every  act  which  a  Lehman 
partner  does  as  director  of  an  enterprise  is  on  behalf  of 
the  firm  or  its  partners.  The  representation  is  limited 
solely  to  such  action  as  a  partner  may  take  in  securing 
business  for  the  firm  and  it  is  the  only  instance  established 
by  the  record  in  this  proceeding  in  which  the  Lehman  part¬ 
ner  represents  the  firm  on  the  board  of  directors  of  a 
company. 

Lehman  Brothers  contend  that  the  legislative  history 
of  the  Act  indicates  that  Congress  did  not  intend  that  Sec¬ 
tion  409(a)  should  apply  to  partnerships.  Principal  reli¬ 
ance  is  placed  on  the  statement  of  a  witness5  with  respect 
to  the  representative  or  nominee  provision  that 

“.  .  .  in  order  to  prevent  evasion  of  these  provisions, 
the  present  bill  prohibits  an  officer  or  director  of  an 
air  carrier  from  employing  a  representative  or  nomi¬ 
nee  to  act  as  an  officer  or  director  of  another  air 
carrier,  common  carrier,  or  aeronautical  company.” 

It  is  urged  that  in  the  event  the  onlv  relationship  to  the 
director  is  that  of  a  partner  there  is  no  “evasion”  intended 
nor  is  the  partner  someone  “employed”  by  the  director 'of 
an  air  carrier. 

Acceptance  of  this  interpretation  of  the  Congressional 
intent  would  drastically  limit  the  effectiveness  of  the  “rep¬ 
resentative”  provisions  of  Section  409(a).  An  interlock¬ 
ing  relationship  through  representation  can  exist  regard¬ 
less  of  the  reasons  for  the  appointment  of  a  director.  "While 
there  is  no  evidence  to  the  effect  that  Lehman  partners 

•>  MY.  Clinton  M.  Hester,  Assistant  General  Counsel  of  the  Treasury 
Department,  at  page  4."  of  the  Transcript  of  Hearings  on  H.  R.  9738  before 
the  House  Committee  on  Interstate  and  Foreign  Commerce,  75th  Congress, 
3rd  session. 
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who  are  directors  of  Section  409  enterprises  have  acted  on 
instructions  of  other  partners,  a  director  of  one  corpora¬ 
tion  through  a  mutual  understanding  could  become  a  rep¬ 
resentative  of  a  director  of  an  air  carrier  and  vote  on 
corporate  matters  in  accordance  with  the  latter’s  instruc¬ 
tions  during  any  period  of  his  directorship.  Thus,  it  is 
immaterial  whether  a  director  of  a  Section  409  enterprise 
is  appointed  with  the  intention  at  the  outset  that  he  act  as 
representative  of  a  director  of  an  air  carrier. 

Nor  is  the  intent  to  evade  the  provisions  of  Section 
409(a)  of  material  importance.  The  true  test  is  whether 
the  corporation  director  represents  the  director  of  an  air 
carrier.  The  director  may  have  been  appointed  for  entirely 
personal  reasons,  but  if  at  a  subsequent  time  he  acts  pur¬ 
suant  to  instructions  or  a  mutual  understanding  with 
another  he  acts  as  his  representative.  In  so  doing  the  rela¬ 
tionship  occasioned  thereby  should  be  subject  to  review  to 
the  same  extent  as  those  of  a  director  appointed  with  the 
intent  to  represent  a  director  of  an  air  carrier. 

Insofar  as  the  term  “employed”  is  concerned  the  term 
is  not  so  restricted  as  to  be  limited  to  the  hiring  of  a  repre¬ 
sentative.  Webster  defines  “employ”  as  “to  make  use  of 
the  services  of;  ...  to  entrust  with  some  duty  or  behest.” 
Thus  it  is  apparent  that  when  any  director  acts  as  a  repre¬ 
sentative  of  another  he  is  “employed”  by  the  latter. 

It  is  apparent  that  Congress  in  drafting  the  Act  intended 
that  Section  409(a)  cover  such  a  case  as  is  under  considera¬ 
tion  herein.  It  is  a  well-established  rule  of  statutory  con¬ 
struction  that  the  legislative  intent  must  be  construed  in 
the  light  of  the  purpose  of  the  statute. 

“A  statute  is  to  be  construed  with  reference  to  its 
manifest  object,  and  if  the  language  is  susceptible 
of  two  constructions,  one  which  will  carry  out  and  the 
other  defeat  such  manifest  object,  it  should  receive 
the  former  construction.”6 

c  Sutherland  Statutory  Construction,  3rd  Ed.  V.  2  Sec.  4704  citing  In  Re 
National  Guard,  71  Vt.  493,  45  Atl.  1051  (1S99). 
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In  Puerto  Rico  v.  Shell  Company 7  the  Supreme  Court 
stated : 

“Words  generally  have  different  shades  of  meaning, 
and  are  to  be  construed  if  reasonably  possible  to 
effectuate  the  intent  of  the  lawmakers ;  and  this  mean¬ 
ing  in  particular  instances  is  to  be  arrived  at  not 
only  by  a  consideration  of  the  words  themselves,  but 
by  considering,  as  well,  the  context,  the  purposes  6f 
the  law,  and  the  circumstances  under  which  the  words 
were  employed.  ’  ’ 

One  of  the  primary  purposes  of  Section  409(a)  of  the 
Act  is  to  avoid  the  possibility  of  a  director  of  one  company 
exerting  pressure  on  competing  or  related  companies  to 
stifle  competition  or  impair  the  ability  of  that  company  to 
contract  on  the  open  market  for  equipment.8  To  conclude 
that  Congress  did  not  intend  that  Section  409(a)  should 
apply  to  a  situation  similar  to  that  under  consideration 
herein  would  tend  to  defeat  the  purposes  of  that  section. 

The  record  is  devoid  of  any  indication  that  Lehman 
directors  have  used  the  partnership  relations  to  the  detri¬ 
ment  of  companies  of  which  they  are  directors.  However, 
there  have  been  instances  in  the  past  when  Lehman  part¬ 
ners,  through  the  partnership,  have  sought  to  further  the 
interests  of  companies  in  which  they  hold  directorships. 
Mr.  Thomas,  a  National  director,  suggested  to  the  other 
partners  that  they  encourage  companies  with  which  they 
had  contacts  to  use  National’s  service  in  the  event  they 
may  have  occasion  to  need  air  transportation  to  the  south¬ 
east  section  of  the  country.  In  other  enterprises  Lehman 
partners  on  occasions  have  been  instrumental  in  securing 

7 Puerto  Eico  v.  Shell  Co.,  302  U.  S.  253  (1937). 

8  See  statement  of  Carl  Dolan,  Senate  Committee  Investigator  in  the 
appendix  to  the  transcript  of  hearings  before  a  Senate  Subcommittee  of  the 
Committee  on  Interstate  Commerce,  75th  Congress,  1st  Session,  on  S-2,  a 
bill  to  amend  the  Interstate  Commerce  Act,  as  amended,  by  providing  for 
the  regulation  of  the  transportation  of  passengers  and  property  by  air¬ 
craft  in  interstate  commerce.  i 
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business  for  the  firms  of  which  they  are  directors.  For 
example,  Lehman  Brothers  fostered  the  sale  of  tubes  for 
National  Union  to  Sears  Boebuck  Company  which,  accord¬ 
ing  to  the  record,  has  been  one  of  the  major  outlets  of  the 
former  and  probably  responsible  for  its  survival.  While 
the  record  does  not  disclose  that  any  of  the  firm’s  contacts 
were  Section  409  enterprises  the  opportunity  for  such  prac¬ 
tices  is  present  with  regard  to  those  companies.  Partners 
who  are  directors  of  such  enterprises  could  as  easily  sug¬ 
gest  to  the  directors  of  other  similar  companies  tb...  the 
two  companies  do  business  with  one  another.  Again,  there 
is  no  indication  of  such  action  in  the  record.  But  in  the 
event  that  persons  with  less  ethical  standards  of  conduct 
than  have  been  exhibited  by  the  firm  of  Lehman  Brothers 
occupied  a  similar  position,  the  element  of  competition  nec¬ 
essary  for  the  development  of  air  transportation  would  be 
substantially  imperiled  if  the  Board  were  without  authority 
to  examine  such  relationship.  To  effectuate  the  intended 
purposes  of  the  Act  it  must  be  concluded  that  Congress 
intended,  and  did,  confer  upon  the  Board  jurisdiction  over 
such  matters. 

There  is  merit  to  the  contention  of  Lehman  Brothers 
that  proper  construction  of  Section  409(a)  does  not  require 
a  finding  that  every  partner  of  a  director  of  an  air  carrier 
is  automatically  a  representative  of  such  director.  Nor  is 
it  implied  that  every  partner  of  a  director  of  an  air  carrier 
represents  such  director  when  serving  on  the  board  of 
another  company.  If  the  partnership  were  engaged  in  a 
business  unrelated  to  the  Section  409  enterprise  and  there 
were  no  possibility  of  business  dealings  between  the  two, 
there  would  be  no  basis  for  concluding  that  the  partner 
would  represent  the  firm  as  a  director.  In  that  instance  the 
acts  of  the  partner  as  director  could  not  redound  to  the 
benefit  of  the  partnership  and  consequently  would  be  be¬ 
yond  the  scope  of  partnership  agreement.  Under  the  Uni¬ 
form  Partnership  Act  the  law  of  agency  of  partners  ex¬ 
tends  only  to  acts  within  the  scope  of  the  partnership 
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activities.9  However,  when  a  partnership  has  a  partner  pn 
the  board  of  directors  of  the  company  which  is  a  potential 
customer  or  client  a  different  situation  exists.  There, 
whenever  the  partner’s  acts  as  director  might  further  the 
interests  of  the  partnership  in  accordance  with  the  intended 
purposes  of  the  firm,  in  performing  such  acts  it  must  be 
concluded  that  the  partner  represents  the  firm. 

Lehman  Brothers  point  out  that  in  the  management  of 
the  Lehman  Corporation  and  the  General  American  Inves¬ 
tor,  investment  trusts,  Loiiman  partners  serving  as  directors 
represent  the  firm  in  the  management.  In  those  instances, 
it  is  maintained,  representation  is  of  the  firm  only  and  not 
of  the  individual  partners.  Thus,  any  representation  which 
may  be  found  to  exist  in  this  proceeding  extends  only  to 
the  firm  and  not  to  the  individual  partners.  It  is  maintained 
that  under  the  New  York  Partnership  Law,  a  partner  is 
never  the  agent  of  other  partners  to  the  firm  but  can  be 
agent  of  the  firm  only.  Section  20  of  the  New  York  Partner¬ 
ship  Law10  is  cited  in  support  of  this  contention.  This 
conclusion  would  be  true  in  jurisdictions  where  a  partner¬ 
ship  is  regarded  as  a  legal  entity.11  However,  the  Uniform 
Partnership  Act  is  the  partnership  law  of  New  York.  Under 
Section  9(1)  of  the  Uniform  Partnership  Act,  which  is 
identical  to  Section  20  of  the  New  York  law,  every  partner 
of  a  commercial  partnership  is  not  only  a  principal,  bat 
is  also,  within  the  scope  of  the  partnership  activities,  a 

o  Section  9(2)  of  the  Uniform  Partnership  Act  provides: 

“An  act  of  a  partner  which  is  not  apparently  for  the  carrying-  on; of 
the  business  of  the  partnership  in  the  usual  way  does^ot  bind  the 
partnership  unless  authorized  by  the  other  partners.  ”  ! 

1°  Section  20  of  the  New  York  Partnership  Law  provides: 

“1.  Each  partner  is  an  agent  of  the  partnership  for  the  purpose  of  its 
business,  and  the  act  of  every  partner,  including  the  execution  in  the 
partnership  name  of  any  instrument,  for  apparently  carrying  on  ;  in 
the  usual  way  the  business  of  the  partnership  of  which  he  is;  a 
member  binds  the  partnership,  unless  the  partner  so  acting  has  ;  in 
fact  no  authority  to  act  for  the  partnership  in  the  particular  matter, 
and  the  person  with  whom  he  is  dealing  has  knowledge  of  the  fact 
that  he  has  no  such  authority.  ” 

u  Dunbar  v.  Farnum,  109  Vt.,  313,  114  ALR,  996,  (1937). 
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general  agent  of  the  firm  and  an  agent  of  all  the  partners.12 
Thus,  in  Helvering  v.  Smith,13  it  was  held  that: 

“The  Uniform  Partnership  Act  which  is  the  law  of 
New  York  (Partnership  Law  N.  Y.  [Consol.  Laws 
N.  Y.  C.  39]),  did  not,  as  the  taxpayer  supposes, 
make  the  firm  an  independent  juristic  entity.” 

In  view  of  the  foregoing,  it  must  be  concluded  that  when 
a  Lehman  partner  attempts  to  secure  business  for  the  firm 
from  a  corporation  of  which  he  is  a  director  he  acts  as  a 
representative  not  only  of  the  firm  but  also  of  the  other 
partners. 

The  Act  does  not  proscribe  a  director  of  one  air  carrier 
from  employing  a  representative  to  serve  as  a  director  of 
another  409  enterprise,  but  conditions  such  action  upon 
approval  of  the  Board.  Accordingly,  in  addition  to  con¬ 
sidering  the  interlocking  relationship  between  Pan  Ameri¬ 
can  and  United  Fruit  Company  and  between  National  and 
American  Export,  it  must  be  determined  whether  inter¬ 
locking  relationships  between  Continental,  and/or  National 
and/or  Pan  American,  between  those  carriers,  on  one  hand, 
and  Western  Union  Telegraph  Company,  Chicago  Motor 
Coach  Corporation,  New  York  City  Omnibus  Corporation, 
Consolidated  Vultee  Corporation,  and  Commercial  Pacific 
Cable  Company,  on  the  other,  between  Continental  and/or 
National  and  United  Fruit  and  between  Pan  American 
and/or  Continental  and  American  Export  are  adverse  to 
the  public  interest. 

Continental,  National  and  Pan  American  all  maintain 
in  general  that  they  benefit  from  Messrs.  Erhman,  Thomas, 
and  Lehman  serving  as  their  respective  directors  and  that 
any  interlocking  relationship  which  might  exist  would  not 
be  adverse  to  the  public  interest.  Mr.  Robert  F.  Six,  presi¬ 
dent  of  Continental,  testified  that  Mr.  Erhman ’s  experi- 

12  40  Am.  Jur.  225. 

13  JJclvcring  v.  Smith,  90  F.  2d  590,  (1937). 
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ence  and  integrity  well  qualify  him  to  be  a  Continental 
director  and  that  he  always  has  acted  in  the  best  interest 
of  the  carrier  and  not  on  behalf  of  his  partners  for  any 
other  enterprise.  Mr.  Baker,  president  of  National,  testi¬ 
fied  that  the  fact  that  Mr.  Thomas  has  been  re-elected  every 
year  without  holding  sufficient  stock  to  re-elect  himself  is 
evidence  that  his  services  as  a  director  have  been  satis¬ 
factory. 

Pan  American  points  to  Mr.  Lehman’s  long  experience 
in  commercial  aviation  which  includes  participation  in  the 
forming  of  Aviation  Corporation  in  192S,  his  service  as 
director  of  Pan  American  from  1929  to  date  and  as  a  mem¬ 
ber  of  the  Executive  Committee  from  1938  to  May  31,  1939, 
and  membership  in  the  first  large  banking  house  to  under¬ 
write  aviation  securities.  Pan  American  urges  that  Mr. 
Lehman’s  familiarity  with  the  aviation  industry,  his  wide 
business  and  financial  experience  in  general,  and  his  affilia¬ 
tions  and  contacts  have  been  beneficial  to  Pan  American. 
The  carrier  believes  that  any  action  which  would  deprive 
the  company  of  his  continued  services  as  a  director  would 
be  contrary  to  the  best  interest  of  air  transportation  and 
adverse  to  the  public  interest. 

In  reaching  a  conclusion  as  to  whether  an  interlocking 
relationship  is  adverse  to  the  public  interest,  it  is  necessary 
to  review  the  present  and  probable  future  operations  of 
the  companies  involved  and  determine  whether  conflicting 
interests  may  exist.  The  integrity  of  the  person  concerned 
is  not  in  question ;  the  problem  is  whether  the  person  serv¬ 
ing  dual  interests  would  find  himself  confronted  with  mat¬ 
ters  on  which  interests  of  the  companies  concerned  would 
be  divergent  or  opposed.14  Conflicts  of  interests  would 
arise  primarily  from  competition  for  traffic  or  from  the 
existence  of  a  buyer-seller  relationship  between  the  com¬ 
panies  concerned.  The  parties  to  an  interlocking  relation¬ 
ship  must  establish  by  an  affirmative  showing  that  the 

14  Pionccr-Campbcll  Interlocking  Relationship,  Docket  No.  3797,  decided 
December  1,  1950,  (Order  Serial  No.  E-4905). 
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public  interest  will  not  be  adversely  affected  and  must 
rebut  every  reasonable  inference  that  the  relationship 
might  be  adverse  to  the  public  interest.15 

Continental-National.  Continental  is  a  regional  car¬ 
rier  operating  in  the  western  part  of  the  United  States.  Its 
system  extends  east  only  as  far  as  Kansas  City.  National’s 
system,  on  the  other  hand,  is  confined  to  the  east  coast  of 
the  United  States,  beyond  Florida  to  Havana,  Cuba,  and 
as  far  west  as  New  Orleans.  In  no  instance  do  the  routes 
of  Continental  and  National  parallel  one  another  or  pro¬ 
vide  service  to  common  points.  Thus,  it  appears  that  no 
element  of  competition  exists  between  Continental  and 
National  so  as  to  produce  conflicting  interests. 

Continental-Pan  American.  Pan  American  provides 
world-wide  foreign  and  overseas  air  service  but  does  not 
provide  service  between  points  within  the  continental 
United  States.  Its  services  to  several  areas  will  be  con¬ 
sidered  with  respect  to  other  interlocking  relationships 
under  consideration  herein.  With  Pan  American’s  ser¬ 
vices  limited  to  foreign  and  overseas  transportation  and 
Continental’s  system  confined  to  the  western  part  of  the 
United  States,  there  will  be  no  question  of  paralleling  com¬ 
petition.  Furthermore,  these  carriers  do  not  provide  ser¬ 
vice  to  any  common  point.  Thus,  there  appears  to  be  no 
conflicting  interests  between  Continental  and  Pan  Ameri¬ 
can. 

National-Pan  American.  National  and  Pan  American 
have  parallel  routes  between  Miami  and  Havana.  During 
the  survey  months  of  March  1950  and  September  1950, 
National  carried  a  total  of  7,14S  passengers  and  Pan 
American  carried  2S,441  passengers  between  Miami  and 
Havana.  Projected  to  an  annual  basis  National  carried 


13  Ames-Continental  A.  L.,  Interlocking  Relationship,  1  CAA,  498  (1939); 
Cohu-T.  <$•  IV.  A..  Interlocking  Relationship,  1  CAA,  547  (1939)  ;  and 
Darling-Canadian  Colonial  Interlocking  Relationship,  1  CAA,  641  (1940). 
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42,SSS  passengers  and  Pan  American  170,646  passengers. 
The  one-way  fare  between  Havana  and  Miami  is  $20-00. 
Thus,  on  the  basis  of  traffic  carried  during  the  above-mjen- 
tioned  survey  periods  National  realized  $857,760  annually, 
and  Pan  American  $3,412,920  annually  from  the  reported 
Miami-Havana  local  traffic. 

In  addition  to  the  competition  for  the  local  traffic 
between  Havana  and  Miami,  Pan  American  and  National 
compete  for  traffic  between  Havana  and  points  north'  of 
Miami.  Passengers  between  such  points  have  the  election 
of  going  dircctlv  over  National’s  svstem  or  bv  wav  of  Pan 
American  and  another  carrier  connecting  at  Miami.  The 
extent  of  the  traffic  moving  between  Havana  and  points 
north  of  Miami  is  apparent  from  selected  data  taken  from 
the  March  1950  and  September  1950  surveys.  During  those 
months  there  were  1,793  passengers  annually  between 
Havana  and  Tampa  and  3,914  passengers  between  Havana 
and  New  York.  Projected  to  an  annual  basis  there  were 
10,758  Havana-Tampa  passengers  and  23,484  Havana- 
New  York  passengers.  The  surveys  disclose  that  National 
carried  the  major  portion  of  the  traffic  between  these  cities. 
Its  share  of  the  annual  Havana-Tampa  traffic,  employing 
a  projection  of  the  data  contained  in  the  surveys,  was 
10,398  passengers  and  its  annual  Havana-New  York  traffic 
amounted  to  19,074  passengers.  It  must  be  concluded  that 
an  interlocking  relationship  between  carriers  competing  to 
such  a  degree  would  jeopardize  the  existence  of  competition 
which  Section  2  of  the  Act  provides  as  being  in  the  public 
interest. 

Pax  American-United  Fruit.  Bureau  Counsel  take  the 
position  that  there  is  a  conflict  of  interest  between  Pan 
American  and  United  Fruit  as  a  result  of  which  an  inter¬ 
locking  relationship  between  those  two  companies  would  be 
adverse  to  the  public  interest. 

United  Fruit  is  primarily  engaged  in  the  growing,  trans¬ 
portation,  and  sale  of  bananas,  sugar,  and  other  tropical 
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produce  of  the  Central  American  countries.  In  the  trans¬ 
portation  phase  of  its  operations,  it  leases  and  operates 
from  subsidiaries  36  fully  refrigerated  fruit  ships,  15  dry 
cargo  ships  and  one  oil  tanker.  Six  of  United  Fruit’s 
vessels,  in  addition  to  cargo  facilities,  have  accommodations 
for  passengers.  In  the  past  these  vessels  accommodated 
9S  passengers  each;  however,  they  are  being  converted  to 
decrease  passenger  accommodations  and  increase  cargo 
space.  United  Fruit  also  owns  a  British  subsidiary,  Elders 
and  Fyffes,  Ltd.,  which  operates  14  vessels.  Elders  and 
Fyffes’  regular  passenger  and  cargo  service  is  limited  to 
points  in  Europe  and  British  possessions  except  for  one 
or  two  cargo  trips  per  month  to  Central  America  for 
bananas. 

The  company  operates  regular  freight  schedules  between 
New  York  and  New’  Orleans,  on  one  hand,  and  the  following 
tropical  points,  on  the  other  hand:  Havana,  Santiago, 
Kingston,  Cartagena,  Puerto  Columbia,  Santa  Marta,  Cris¬ 
tobal,  Puerto  Barrios,  Cortes,  Belize,  Tela,  and  Limon.  In 
addition  to  the  regular  service,  occasional  freight  service 
is  rendered  to  other  north  Atlantic  points  as  business  may 
require. 

A  large  percentage  of  freight  carried  by  United  Fruit 
from  Central  America  to  the  United  States  is  company  prod¬ 
uce,  such  as  bananas,  sugar,  cacao,  hemp,  etc.  Non-com¬ 
pany  cargo  shipments  moving  northward  consist  primarily 
of  coffee.  On  southbound  trips  the  cargo  carried  is  mostly 
non-company  freight.  During  the  year  1949  United  Fruit 
carried  1,500,000  tons  of  non-company  cargo  and  approxi¬ 
mately  265,000  tons  of  company  cargo.  A  United  Fruit 
witness  testified  that  cargo  carried,  because  of  its  low’  value 
and  bulky  nature,  w’ould  not  move  by  air  except  in  an  emer¬ 
gency. 

United  Fruit  also  provides  passenger  service  to  a 
limited  degree.  The  six  combination  passenger  and  cargo 
vessels  are  employed  in  scheduled  operations.  Weekly 
cruises  in  the  past  have  been  provided  from  New  York  via 
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Havana10  to  Puerto  Barrios,  returning  directly  to  New 
York,  and  a  similar  weekly  service  is  available  from  New 
Orleans  via  Havana  to  Puerto  Barrios,  returning  direbtly 
to  New  Orleans.  In  addition,  combination  cruises  are 
available  from  New  York  to  Havana  and  Puerto  Barrios, 
terminating  at  New  Orleans,  and  from  New  Orleans  to  the 
same  intermediate  points,  terminating  at  New  York. 

In  addition  to  the  passenger  accommodations  available 
on  the  six  combination  vessels,  United  Fruit’s  cargo  vessels 
accommodate  from  8  to  12  passengers  each.  Passage  on 
these  vessels  is  not  solicited  but  is  accepted  on  a  provisional 
basis  subject  to  sailings  to  points  to  be  served  for  cargo 
purposes.  The  company  reserves  the  right  to  change  the 
destination  of  the  vessel  en  route  for  its  own  purposes  and 
assumes  no  responsibility  for  inconvenience  to  passengers 
booked  on  these  vessels.  Accommodations  thereon  are  pri¬ 
marily  for  the  use  of  company  personnel  and  are  exten¬ 
sively  used  by  them.  During  the  calendar  year  1949  United 
Fruit  carried  a  total  of  14,920  cruise,  company  and  other 
passengers.  For  the  first  six  months  of  1950  it  reported 
a  total  of  6,698  passengers  of  which  1,880  were  cruise  pas¬ 
sengers  from  New  York,  3,552  were  cruise  passengers  from 
New  Orleans,  and  1,261  were  other  passengers,  mostly  com¬ 
pany  personnel.  The  decline  in  passenger  traffic,  accord¬ 
ing  to  a  United  Fruit  official,  was  attributable  to  the  vessel 
conversion  program. 

In  the  Caribbean  area  Pan  American  provides  cargo 
and  passenger  service  to  two  United  Fruit  points,  Havana 
and  Kingston,  and  all  of  the  Central  American  countries 
served  by  United  Fruit  except  British  Honduras. 

It  does  not  appear  that  the  cargo  service  of  United  Fruit 
and  Pan  American  would  be  competitive  to  any  degree.  The 
cargo  carried  by  United  Fruit,  to  a  large  extent  is  company 
cargo.  Non-company  cargo  generally  is  of  large  bulk  and 
low  value,  and  yields  but  a  small  percentage  of  the  yield 

16  At  the  time  of  the  hearing  service  to  Havana  on  New  York  crnises 
was  suspended  due  to  conversion  program  of  combination  vessels. 
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from  cargo  carried  by  Pan  American.17  Accordingly,  it 
appears  that,  except  in  cases  of  emergency,  cargo  carried  by 
United  Fruit  would  not  be  attracted  to  air  transportation. 

With  respect  to  passenger  traffic,  the  areas  of  potential 
competition  between  Pan  American  and  United  Fruit,  lie 
between  points  in  the  United  States,  on  one  hand,  and 
Caribbean  points,  particularly  Havana  and  Puerto  Barrios, 
on  the  other,  and  between  points  in  England  served  by 
Elders  and  Fyffes  and  Puerto  Barrios  and  the  West  Indian 
Islands. 

A  United  Fruit  official  presented  as  a  Pan  American 
witness  took  the  position  that  the  passenger  service  which 
the  steamship  company  sells  is  entirely  different  from  that 
sold  by  the  airlines.  He  testified  that  the  cruise  passenger, 
which  makes  up  most  of  its  passenger  traffic,  looks  for  a 
slow  leisurely  vacation  with  rest  on  the  water  rather  than 
fast  transportation  to  his  destination.  Bureau  Counsel 
contend  that  United  Fruit’s  passenger  service,  as  well  as 
that  of  its  subsidiary  Elders  and  Fyffes,  is  competitive 
with  Pan  American’s  passenger  service  and  consequently 
the  interlocking  relationship  between  United  Fruit  and  Pan 

l"  The  following  rates  between  selected  points  in  cents  per  ton  a  mile 
were  in  effect  as  of  September  1930: 

, - Rates  in  Cents  Per  Ton  Mile; - ,, 
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American  should  be  disapproved.  In  support  of  their  posi¬ 
tion,  Bureau  Counsel  contend  that  the  two  services  compete 
not  only  between  the  specific  points  served  by  United  Ffuit 
but  also  for  the  tourist  business  to  the  Caribbean  and  the 
Central  American  areas. 

As  previously  mentioned,  United  Fruit’s  passenger 
service  other  than  on  cruise  ships  is  very  limited.  Point- 
to-point  service  is  available  on  cargo  vessels  only  to  the 
extent  that  company  personnel  do  not  require  the  8  to  12 
available  accommodations  and  on  cruise  ships  only  to  the 
extent  that  cruise  passengers  do  not  require  the  accommo¬ 
dations.  Direct  passage  is  not  advertised.  On  other  than 
cruise  ships  the  passenger  has  no  assurance  as  to  when  he 
will  arrive  at  his  destination  or  what  his  routing  will  be. 
On  the  cruise  ships  one-way  accommodations  cannot  be 
reserved  until  all  possible  cruise  passage  is  sold.  Thus;  it 
is  a  reasonable  assumption  that  one-way  passengers  on 
United  Fruit  ships  between  New  York  and  New  Orleans, 
on  one  hand,  and  Havana  and  Puerto  Barrios,  on  the  other, 
in  the  future  will  not  exceed  the  “ occasional  passenger” 
carried  in  the  past  by  that  carrier. 

It  also  appears  remote  that  the  service  rendered  by 
Elders  and  Fyffes  for  point-to-point  passenger  traffic 
between  Havana  and  Puerto  Barrios,  on  one  hand,  and 
England,  on  the  other,  would  be  competitive  to  Pan  Ameri¬ 
can’s  service.  A  United  Fruit  witness  testified  that,  pas¬ 
sengers  are  seldom  carried  to  Central  America  and  oijily 
“once  in  a  while”  one  or  two  English  employees  would 
travel  to  England  in  the  event  they  were  aware  that  a  ship 
was  sailing.  Of  course,  Pan  American  could  transport  pas¬ 
sengers  between  the  Caribbean  area  and  England  via  New 
York.  However,  the  record  fails  to  disclose  the  movement 
of  an  appreciable  volume  of  traffic  between  those  points. 
During  the  survey  months  of  March  and  September  1950, 
there  was  only  one  air  passenger  between  Guatemala  City 
and  England  and  two  passengers  between  Kingston  and 
England. 
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In  the  McLucas  Interlocking  Relationships  Proceeding,™ 
the  Board  approved  an  interlocking  relationship  between 
American  Airlines  and  Pere  Marquette  Railroad  Company 
and  the  Detroit  and  Cleveland  Navigation  Company  result¬ 
ing  from  Walter  McLucas  holding  a  directorship  in  each. 
In  reaching  its  conclusion  therein,  the  Board  pointed  out 
that  the  Pere  Marquette  Railroad  and  American  both  oper¬ 
ated  between  Detroit  and  Chicago  and  Detroit  and  Buffalo 
but  that  the  railroad  operated  primarily  a  slow  and  circuit¬ 
ous  freight  service,  with  only  three  percent  of  its  total 
revenues  derived  from  passenger  service,  while  American’s 
service  consisted  almost  wholly  of  the  transportation  of 
passengers  over  fast  direct  routings.  The  Board  also  con¬ 
cluded  that  the  Detroit  and  Cleveland  Navigation  Company 
which  operated  steamship  service  between  Detroit  and 
Buffalo  was  not  competitive  with  American  since  a  substan¬ 
tial  portion  of  its  passenger  traffic  consisted  of  summer 
cruise  passengers  which  would  not  be  attracted  by  Amer¬ 
ican’s  rapid  air  transportation. 

In  the  Pioneer-Campbell  Case,™  the  Board  stated  that 
to  the  extent  that  the  decision  in  the  McLucas  Case  differed 
from  subsequent  holdings,  the  latter  would  represent  what 
was  believed  to  be  the  proper  application  of  public  interest 
standards  under  Section  409.  Bureau  Counsel  contend  that 
the  decisions  in  the  Pan  Americayi-Hanes  Case 20  and  the 
Pioneer -Campbell  Case,  overrule  the  McLucas  Case  and  that 
competition  exists  even  though  the  advantages  offered  by 
air  travel  differ  from  those  offered  by  sea.  Citing  the  same 
cases,  they  further  urge  that  the  Board  has  consistently 
disapproved  interlocking  relationships  between  carriers 
which  compete  for  traffic  even  though  the  amount  of  com¬ 
petition  is  small.  In  both  the  Pan  American-Hanes  Case 
and  the  Pioneer-Campbell  Case,  the  Board  was  faced  with  a 

18  Interlocking  Relationships,  HcLucas,  ct  al.,  6  C.  A.  B.  399  (1945). 

19  Pioneer-Campbell  Interlocking  Relationships,  Docket  Xo.  3797,  decided 
December  1,  1950,  (Order  Serial  Xo.  E-4905),  supra. 

20  Pan  Am.  Ainu  ays -Hanes,  Interlocking  Relationship,  8  C.  A  B  617 
(1947). 
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different  set  of  facts  than  was  before  it  in  the  McLueas 
Case.  In  the  first  case  the  companies  involved  were  the 
United  States  Lines,  a  steamship  operator,  and  Pan  Amer¬ 
ican,  both  of  which  operated  over  routes  between  the  north¬ 
eastern  portion  of  the  United  States,  on  one  hand,  and  the 
British  Isles  and  northern  Europe,  on  the  other.  While  the 
United  States  Lines  was  engaged  primarily  in  the  transpor¬ 
tation  of  cargo  it  realized  one-third  of  its  gross  revenues 
from  its  passenger  service.  In  view  of  the  substantial  num¬ 
ber  of  passenger  carried  it  was  found  that  the  two  compa¬ 
nies  were  competitive  insofar  as  the  passenger  service  was 
concerned.  In  the  Pioneer -Campbell  Case  the  Board  found 
that  there  was  no  conflict  of  interest  between  the  Wichita 
Valley  Railway  and  Pioneer  although  the  Railway  operated 
a  freight  service  in  the  same  general  territory  as  the  air 
carrier.  The  conflict  which  the  Board  found  to  exist  was 
that  between  the  Burlington  System,  of  which  the  Wichita 
Valley  Railway  was  a  segment,  which  operated  other  seg¬ 
ments  paralleling  the  routes  of  Pioneer.  That  the  Board 
did  not  disapprove  the  interlocking  relationship  in  the  Pio- 
neer-Campbell  Case  because  of  minor  competition  is  appar¬ 
ent  from  its  discussion  of  the  Pioneer -Wharton  Case 21  which 
it  considered  as  analogous.  In  that  case  the  Burlington- 
Rock  Island  Railroad  Company,  of  which  Wharton  was  a 
director,  did  not  compete  with  Pioneer  “to  any  substantial 
degree’’,  but  the  Board  disapproved  the  relationship 
because  of  the  conflict  of  interest  between  another  rail  car¬ 
rier,  controlling  the  Burlington-Rock  Island,  which  did  com¬ 
pete  with  Pioneer  between  Amarillo,  Fort  Worth,  Dallas 
and  Houston.  The  paralleling  segments  were  approxi¬ 
mately  465  miles  long  and  extended  from  one  end  of  Pio¬ 
neer’s  system  to  the  other. 

In  neither  the  Pan  Amcrican-Hanes  Case  nor  the  Pio- 
neer-Campbell  Case  did  the  Board  disapprove  the  interlock¬ 
ing  relationships  because  of  competition  to  only  a  “minor 

21  Pioneer  A.  L.-Wharton,  Interlocking  Relationship,  Docket  No.  2854, 
dismissed  June  25,  1948,  Order  Serial  No.  E-1710. 
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degree  ”.  Since  the  McLucas  Case  has  not  been  overruled 
in  that  respect,  it  must  be  concluded  that  competition  neces¬ 
sary  to  transcend  the  benefits  accruing  from  Mr.  Lehman’s 
service  as  director  of  Pan  American  must  be  of  some  con¬ 
sequence. 

In  view  of  the  scant  amount  of  point-to-point  service 
provided  by  United  Fruit  and  the  negligible  amount  of  air 
traffic  between  England  and  the  Caribbean  points  served  by 
Elders  and  Fyffes,  it  does  not  appear  that  the  divergent 
interests  between  United  Fruit  and  Pan  American  with  ref¬ 
erence  to  point-to-point  traffic  would  be  sufficient  to  require 
disapproval  of  the  interlocking  relationship. 

Insofar  as  cruise  and  tour  passengers22  are  concerned, 
there  is  a  different  situation.  Bureau  Counsel  have  urged 
that  competition  between  United  Fruit  and  Pan  American 
exists  for  cruise  and  tourist  passengers  through  the  opera¬ 
tion  of  both  point-to-point  service  and  tourist  service  by 
Pan  American.  It  is  contended  that  vacationers  may  pre¬ 
fer  a  leisurely  ocean  voyage  with  only  a  few  days  on  shore 
or  a  faster  trip  by  air  with  more  days  at  their  destination; 
however,  each  traveler  must  choose  between  the  competing 
forms  of  transportation  in  selecting  either  point-to-point 
passage  and  traveling  “on  his  own”,  or  in  obtaining  all¬ 
expense  tours,  including  air  transportation. 

While  the  extent  of  Pan  American’s  participation  in 
the  tourist  travel  is  not  of  record,  it  is  well  established  that 
the  carrier  promotes  tourist  travel  to  the  Central  Ameri¬ 
can  area.  Pan  American  publishes23  30-dav  round-trip 
excursion  fares  for  the  summer  season  between  New  York 
and  Havana  at  75  percent,  and  between  New  Orleans  and 
Havana  at  85  percent,  of  the  regular  round-trip  fare.  The 
transportation  sold  under  these  fares  would  he  attractive 

22  A  cruise  passenger  -was  described  as  one  ■who  “*  *  *  sets  on  a  ship 
and  stays  with  the  ship  the  whole  trip  and  returns  to  the  domestic  port”. 
A  tour  passenger  was  described  as  one  who  “*  *  *  goes  to  the  point  of 
destination  or  some  way-port,  stops  off  and  spends  a  week  or  two  weeks, 
picks  up  the  next  ship  and  returns  back  to  his  port  of  original  departure.” 

23  Official  Airline  Guide,  September  1951. 
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to  tourists  and  directly  competitive  to  United  Fruit’s  tour 
service  to  Havana.  Pan  American  also  publishes  15-day 
round-trip  excursion  fares  between  New  York  and  New 
Orleans,  on  one  hand,  and  Mexico  City,  on  the  other,  and 
circle-trip  excursion  fares  from  New  York  and  New  Orleans 
to  various  points  in  the  Caribbean.  The  transportation 
provided  under  these  fares,  though  not  competitive  j  to 
United  Fruit’s  Havana  and  Guatemala  service  on  a  point- 
to-point  basis,  would  attract  the  Caribbean  tourist  who 
would  be  the  potential  user  of  United  Fruit’s  service.  Both 
United  Fruit  and  Pan  American  would  be  competing  for 
tourist  travel  between  the  United  States’  points  and  the 
same  vacation  travel  area.  I 

Pan  American  also  has  endeavored  to  develop  tourist 
service  beyond  Central  American  points.  It  filed  a  tariff 
rule  to  provide  service  between  points  in  the  United  States 
and  South  America  at  ‘‘tour  basing”  fares  below  those  for 
standard  passage.  The  Board  authorized  the  latter  fares 
only  for  those  passengers  who  had  already  purchased  “tour 
basing”  tickets.21  Although  the  authorization  was  limited 
and  did  not  apply  to  service  to  Central  American  points, 
the  reduced  rate  was  for  the  purpose  of  development  and 
sale  of  all-expense  tours.  The  fact  that  the  Board  disap¬ 
proved  such  fares  does  not  proscribe  Pan  American  from 
continuing  promotion  of  such  tourist  travel.  The  Board 
stated  in  its  opinion  in  the  Tour  Basing  Fares  Case  that 
the  carriers  could  file  excursion  fares  provided  such  fares 
would  be  available  to  all  who  apply  without  requiring  the 
purchase  of  hotel  or  other  land  arrangements.  In  the  event 
such  fares  are  filed  they  too  would  attract  tourists  which 
might  also  be  interested  in  United  Fruit’s  tour  service  to 
the  area.  It  must  be  concluded  that  Pan  American  and 
United  Fruit  compete  for  the  tourist  travel  between  the 
United  States,  on  one  hand,  and  Guatemala,  Havana,  and 
the  Caribbean  area,  on  the  other. 

-•»  Dockets  Nos.  4443  and  4480,  Tour  Basirri  Farrs,  decided  .Tunc  20,  19f>l, 
Orders  Serial  Nos.  E-5469  and  E-56S/. 
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The  record  fails  to  disclose  in  any  respect  that  Robert 
Lehman  has  exerted  any  effort  to  the  detriment  of  Pan 
American  while  holding  dual  directorships  and  it  is  not 
implied  that  his  actions  as  director  have  been  inimical  to 
the  interests  of  Pan  American.  But  the  fact  that  no  actual 
harm  exists  or  unethical  purpose  is  found  is  not  conclusive. 
The  question  does  not  go  to  the  personal  integrity  of  the 
director  but  to  whether  the  existing  or  potential  interest 
of  the  two  companies  may  be  in  conflict.  In  the  absence  of 
the  benefits  outweighing  the  detriments  incidental  to  the 
directors  serving  divergent  interests,  the  relationship 
should  not  be  approved.25  The  conclusion  herein  is  limited 
solely  to  the  existence  of  conflicting  interests  between 
United  Fruit  and  Pan  American  flowing  from  competition 
for  tourist  business.  The  extent  of  the  conflicting  interest, 
however,  impels  the  application  of  the  principles  hereto¬ 
fore  set  forth  bv  the  Board  that  the  detriments  under  such 
circumstances  outweigh  anv  benefits  which  mav  accrue  to 
the  carrier.  The  interlocking  relationship  should  be  dis¬ 
approved. 

United  Fruit-National,  Interlocking  Relationships. 
National’s  operations  to  the  Caribbean  area  are  limited  to 
service  between  Tampa  and  Miami,  on  one  hand,  and 
Havana,  on  the  other.  Through  connections  at  those 
Florida  points  National  provides  service  between  New 
Orleans  and  Havana.  As  previously  mentioned  herein, 
United  Fruit  serves  New  Orleans  and  Havana  on  its  cruises 
but  point-to-point  traffic  between  those  points  is  negligible. 
National,  on  the  other  hand,  has  not  encouraged  the  devel¬ 
opment  of  tourist  travel.  In  fact,  during  the  survey  months 
of  March  and  September  1950  National  carried  an  aggre¬ 
gate  of  only  47  passengers  between  New  Orleans  and 
Havana.  Thus,  it  appears  that  the  service  of  National  and 
United  Fruit  are  not  competitive  to  any  appreciable  degree 

25  Pan  Am.  Airways-Eanes,  Interlocking  Relationships,  8  C.  A.  B.  617 
(1949),  supra. 
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and  under  the  principles  set  forth  in  the  McLucas  case,  as 
previously  discussed  herein,26  an  interlocking  relationship 
between  those  carriers  would  not  be  adverse  to  the  public 
interest. 

United  Fruit-Continental  Interlocking  Relation¬ 
ships.  Continental,  with  its  route  confined  to  the  continental 
United  States  and  no  portion  of  its  route  touching  or  paral¬ 
leling  that  of  United  Fruit,  would  not  be  competitive  with 
the  steamship  company.  Accordingly,  it  appears  that  the 
interests  of  United  Fruit  and  Continental  do  not  conflict 
and  there  is  no  reason  to  disapprove  an  interlocking  rela¬ 
tionship  between  such  carriers. 

American  Export-National.  American  Export,  a  steam¬ 
ship  company,  operates  as  a  common  carrier  of  passengers 
and  freight  between  New  York  and  other  north  Atlantic 
ports  between  Maine  and  Hampden  Roads,  Virginia,  on 
one  hand,  and  Mediterranean  ports,  on  the  other.  Approxi¬ 
mately  five  round-trip  sailings  per  month  are  available  out 
of  New  York  for  passengers.  The  Mediterranean  ports 
served  by  American  Export  include,  among  others,  points 
in  Italy,  Portugal,  Palestine,  Spain,  and  Lebanon. 

As  heretofore  mentioned,  National’s  operations  are 
confined  primarily  to  the  east  coast  of  the  United  States 
and  service  is  rendered  outside  of  this  country  to  only  one 
point,  Havana.  Under  the  circumstances,  it  appears  that 
there  would  be  no  conflict  of  interests  between  American 
Export  and  National  which  would  require  disapproval  of 
the  application  for  an  interlocking  relationship. 

American  Export- Continental.  With  American  Export 
rendering  transatlantic  service  and  Continental’s  service 
confined  to  the  western  portion  of  the  United  States,  it 
must  be  concluded  that  there  exist  no  conflicting  interests 
between  the  two  carriers  to  require  disapproval  of  an  inter¬ 
locking  relationship. 


2C  Supra,  page  26  et  seq. 
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American  Export-Pan  American.  American  Export 
and  Pan  American  provide  paralleling  passenger  services 
between  New  York  and  other  north  Atlantic  points,  on  one 
hand,  and  points  in  the  Mediterranean  countries  of  Italy, 
Portugal,  Lebanon,  Spain  and  Palestine,  on  the  other.  The 
volume  of  passenger  traffic  carried  by  American  Export 
is  not  included  in  the  record.  However,  American  Export 
provides  monthly  accommodations  for  approximately  1,702 
passengers  between  the  United  States  and  Mediterranean 
ports.  The  Board  pointed  out  in  the  Pan  American-] /  tines 
Case  and  Pan  American-U.  S.  Lines  Agreement  Case 27  that 
sea  and  air  transportation  compete  with  one  another  and 
the  public  interest  would  be  adversely  affected  by  an  inter¬ 
locking  relationship  between  an  air  carrier  and  a  steam¬ 
ship  company  serving  substantially  the  same  points.  Thus, 
it  appears  that  the  conclusion  reached  in  the  above-men¬ 
tioned  cases  should  apply  to  the  American  Export-Pan 
American  interlocking  relationship  and  that  the  latter 
should  be  denied. 

Consolidated  Vultee-Continental,  National  and  Pan 
American.  Consolidated  Yultee  is  a  manufacturer  of  both 
military  and  commercial  aircraft.  Among  the  aircraft 
which  it  produces  is  the  Convair  240,  a  two-engine  aircraft 
of  which  Pan  American  has  purchased  20  and  Continental 
has  purchased  5.  The  Pan  American  equipment  costing 
$5,400,000  was  contracted  for  on  June  21,  194G,  and  was 
delivered  between  November  26,  1947,  and  December  10, 
1948.  The  contract  for  the  purchase  of  the  Convair  240 
aircraft  by  Continental  was  dated  August  17,  1946,  and 
provided  for  a  purchase  price  of  slightly  less  than 
$1,500,000.  National  owns  no  Convair  aircraft  and  at  the 
time  of  the  hearing  had  none  on  order.  However,  National’s 
president  testified  that  when  National  considers  the  pur¬ 
chase  of  any  two-engine  aircraft  Convair  is  among  those 

Pan  Am.  A irways-Han es,  Interlocking  Relationship,  8  CAB  617  (1947), 
supra.  Pan  Am.  Airicays-U.  S.  Lines  Agreement,  S  CAB  609  (1947). 
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considered.  Thus,  it  appears  that  Continental,  National 
and  Pan  American  are  potential  purchasers  and  that  Con¬ 
tinental  and  Pan  American  are  actual  purchasers  from 
Consolidated  Vultee.  i 

The  Board  here-oforc  has  had  occasion  to  pass  on  an 
interlocking  relationship  involving  air  carriers  and  aircraft 
manufacturers.  It  has  held  that  an  interlocking  relation¬ 
ship  between  the  user  and  the  manufacturer  of  aircraft 
involves  a  conflict  of  interest  which  may  result  in  the  pay¬ 
ment  of  an  excessively  high  purchase  price  for  the  equip¬ 
ment  and  may  limit  the  freedom  of  the  carrier  in  choosing 
the  type  of  equipment  best  suited  to  its  operations.28  A 
person  serving  as  a  director  of  an  air  carrier  and  a  manu¬ 
facturer  would  find  it  difficult  to  act  in  the  best  interest  of 
both  with  respect  to  negotiations  for  the  purchase  of  equip¬ 
ment  by  the  carrier.29 

The  record  fails  to  disclose  that  any  of  the  directors  of 
the  carriers  involved  herein  have  tried  to  influence  Mr. 
Hertz,  the  Lehman  director  of  Consolidated  Vultee,  or  that 
Mr.  Hertz  has  endeavored  to  enlist  the  aid  of  the  directors 
of  these  carriers  to  sell  Consolidated  Vultee  aircraft. 
Further,  witnesses  for  Continental,  National,  and  Pan 
American  stated  that  the  directors  did  not  participate  in 
the  discussions  for  the  purchase  of  aircraft  until  after  a 
decision  has  been  reached  between  the  officers  of  the  com¬ 
pany  upon  the  advice  of  company  engineers.  The  activities 
of  the  directors  are  limited  to  ratification  of  contractual 
arrangements  already  made.  However,  proof  that  a  direc¬ 
tor  of  a  manufacturer  has  not  influenced  the  purchases 
of  aircraft  or  that  the  recommendation  of  the  officers  of 
the  companies  as  to  the  purchase  and  sale  of  aircraft  are 
not  ordinarily  reviewed  or  changed  by  the  board  of  direc¬ 
tors  is  not  an  affirmative  showing  sufficient  to  transcend 
the  inherent  danger  involved  in  such  an  interlocking  relh- 

28  Ames-Continental  A.  L.  Interlocking  Relationship,  1  C.  A.  A.,  408 
(1939),  supra. 

29  Ibid. 
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tionship.30  It  must  be  concluded  that  the  interlocking  rela¬ 
tionship  between  Consolidated  Vultee  and  Continental, 
National  and  Pan  American  should  be  disapproved. 

Western  Union-Continental,  National  and  Pan 
American.  Western  Union  is  virtually  the  only  land  line 
system  conducting  commercial  telegraph  business  in  the 
United  States.  Through  connecting  carriers  telegraph 
service  is  available  to  all  parts  of  the  globe.  The  company 
provides,  among  other  services,  private  wire  systems. 
Interstate  rates  for  service  established  by  the  carrier  are 
subject  to  the  approval  of  the  Federal  Communications 
Commission  and  intrastate  rates  must  meet  the  approval 
of  state  utility  bodies. 

During  1949  Western  Union’s  business  with  Continental 
amounted  to  $6,554,  with  National,  $7,192,  and  with  Pan 
American  $95,796.  Thus,  it  appears  that  a  buyer-seller 
relationship  exists  between  Western  Union  and  the  carriers 
under  consideration.  However,  several  factors  lead  to  the 
conclusion  that  the  conflict  of  interest  from  such  a  relation¬ 
ship  would  not  be  adverse  to  the  public  interest.  First, 
insofar  as  National  and  Continental  are  concerned,  the 
volume  of  business  conducted  with  Western  Union  is  rela¬ 
tively  negligible.  Second,  the  buyer-seller  relationship 
between  the  carriers  and  Western  Union  does  not  entail 
bargaining  or  establishing  charges  through  contract  nego¬ 
tiations.  Eates  charged  by  Western  Union  must  be  in 
accordance  with  the  company’s  tariffs  on  file  with  the  Fed¬ 
eral  Communications  Commission.  Finally,  being  the  only 
land  line  system  of  any  significance  in  this  country,  there  is 
no  question  of  selecting  Western  Union  over  another  com¬ 
pany  better  suited  to  satisfy  the  needs  of  the  carriers. 
Accordingly,  it  must  be  concluded  that  any  divergent  inter¬ 
ests  which  may  exist  between  Western  Union  and  Conti¬ 
nental,  National,  and  Pan  American  are  insufficient  to  war¬ 
rant  disapproval  of  an  interlocking  relationship. 


30  Ibid. 
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Commercial  Pacific  Cajble  Company-Continental, 
National  and  Pan  American.  Commercial  Pacific  Cable 
Company  is  owned  one-fourth  by  American  Cable  and 
Radio,  one-half  by  a  British  company  and  one-fourth  by  a 
Danish  company.  The  record  discloses  that  as  of  the  time 
of  the  hearing  Commercial  Pacific  Cable  Company  was  vir¬ 
tually  inoperative  as  a  result  of  a  number  of  breaks  in  the 
submarine  cable  which  it  owned.  During  1949  none  of  the 
carriers  concerned  herein  transacted  any  business  with  this 
company.  Accordingly,  it  appears  that  there  is  no  conflict¬ 
ing  interests  requiring  disapproval  of  an  interlocking  rela¬ 
tionship. 

Chicago  Motor  Coach  Company/New  York  City  Omni¬ 
bus  Corporation-Continent.il,  National  and  Pan  Ameri¬ 
can.  The  Chicago  Motor  Coach  Company  and  the  New 
York  City  Omnibus  Corporation  are  common  carriers  oper¬ 
ating  solely  within  the  city  limits  of  Chicago  and  New  York, 
respectively.  Continental,  National  and  Pan  American  do 
no  business  with  these  companies  and  are  not  competitive 
in  any  respect.  Accordingly,  it  appears  that  there  would 
be  no  conflict  of  interests  arising  from  such  interlocking 
relationships.  i 


Conclusion.  i 

On  the  basis  of  the  foregoing  findings  and  all  the  evi¬ 
dence  of  record,  it  is  recommended  that  the  Board  find  : 

1.  That  the  several  partners  of  Lehman  Brothers  serv¬ 

ing  as  directors  of  Section  409  enterprises  act  as  repre¬ 
sentatives  of  the  other  partners  of  Lehman  Brothers  who 
serve  as  directors  of  air  carriers;  j 

2.  That  interlocking  relation  ships  exist  between  Con¬ 
tinental  Air  Lines,  National  Airlines  and  Pan  American 
World  Airways,  between  each  of  those  carriers,  on  one 
hand,  and  Consolidated  Vultee  Aircraft,  Western  Union 
Telegraph,  the  Chicago  Motor  Coach,  the  New  York  City 
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Omnibus  and  the  Commercial  Pacific  Cable,  on  the  other; 
between  Continental  Air  Lines  and  National  Airlines,  on 
one  hand,  and  United  Fruit  Company,  on  the  other;  and 
between  Continental  Air  Lines  and  Pan  American  World 
Airways,  on  one  hand,  and  American  Export  Lines,  on  the 
other; 

3.  That  the  following  interlocking  relationships  would 
not  adversely  affect  the  public  interest  and  should  be 
approved:  Continental  Air  Lines — National  Airlines,  Con¬ 
tinental  Air  Lines-Pan  American  World  Airwavs,  Conti- 
nental  Air  Lines/National  Airlines- American  Export  Lines, 
Continental  Air  Lines/National  Airlines-United  Fruit, 
Continental  Air  Lines/National  Airlines/Pan  American 
World  Airways-Western  Union  Telegraph/Commercial 
Pacific  Cable/Chicago  Motor  Coach/New  York  City  Omni¬ 
bus;  and 

4.  That  the  following  interlocking  relationships  would 
adversely  affect  the  public  interest  and  should  be  disap¬ 
proved:  National  Airlines-Pan  American  World  Airways, 
Pan  American  World  Airways- American  Export  Lines, 
Pan  American  World  Airwavs-United  Fruit  and  Conti¬ 
nental  Air  Lines/National  Airlines/Pan  American  World 
Airways-Consolidated  Vultee  Aircraft. 
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[Filed  with  Board  on  November  1,  1951.] 

BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 


In  the  Matter 

of 

Interlocking  relationships  under  sec¬ 
tion  409(a)  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  involving: 

Robert  Lehman, 

Joseph  A.  Thomas, 

Frederick  L.  Ehrman, 

Pan  American  World  Airways,  Inc., 

National  Airlines,  Inc., 

Continental  Air  Lines,  Inc. 


Docket  No.  3605,  ct'al. 


Messrs.  Robert  Lehman,  Joseph  A.  Thomas  and  Fred¬ 
erick  L.  Ehrman  respectfully  except  to  the  Examiner’s 
Report  in  the  above  entitled  proceeding  in  the  following 
particulars : 

1.  Report,  page  2.  Exception  is  taken  to  the  Exam¬ 
iner’s  recommendation  that 

“The  Board  find  that  partners  of  Lehman 
Brothers,  serving  as  directors  of  enterprises  falling 
within  the  purview  of  Section  409(a)  of  the  Civil 
Aeronautics  Act,  act  as  representatives  of  other 
partners  of  Lehman  Brothers  who  serve  as  directors 
of  air  carriers.” 
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2.  Report,  page  2.  Exception  is  taken  to  the  Exam¬ 
iner’s  recommendation  that 

“Interlocking  relationships  between  National  Air¬ 
lines  and  Pan  American  Airways,  Pan  American 
Airways  and  American  Export  Lines,  Pan  American 
Airways  and  United  Fruit  Company,  and  Consoli¬ 
dated  Vultee  Aircraft  Company  and  Continental 
Air  Lines,  National  Airlines  and  Pan  American  Air¬ 
ways,  would  adversely  affect  the  public  interest  and 
should  be  disapproved.” 

3.  Report,  page  9.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“Lehman  partners  holding  directorships  in  such 
enterprises  in  one  sense  do  act  on  behalf  of  the  firm.” 

4.  Report,  page  11.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“  .  .  .  when  a  partner  attempts  to  secure  an  under¬ 
writing  or  participates  in  merger  negotiations,  he 
acts  on  behalf  of  the  firm  as  its  representative.” 

5.  Report,  page  13.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“It  is  apparent  that  Congress  in  drafting  the 
Act  intended  that  Section  409(a)  cover  such  a  case 
as  is  under  consideration  herein.” 

6.  Report,  page  14.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“To  conclude  that  Congress  did  not  intend  that 
Section  409(a)  should  apply  to  a  situation  similar 
to  that  under  consideration  herein  would  tend  to 
defeat  the  purposes  of  that  section.” 
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7.  Report,  page  15.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“In  the  event  that  persons  with  less  ethical 
standards  of  conduct  than  have  been  exhibited  by 
the  firm  of  Lehman  Brothers  occupied  a  similar 
position,  the  element  of  competition  necessary  for 
the  development  of  air  transportation  would  be  sub¬ 
stantially  imperiled  if  the  Board  were  without 
authority  to  examine  such  relationship.  To  effec¬ 
tuate  the  intended  purposes  of  the  Act  it  must  be 
concluded  that  Congress  intended,  and  did,  confer 
upon  the  Board  jurisdiction  over  such  matters.’* 

8.  Report,  page  16.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“Whenever  the  partner’s  acts  as  director  might 
further  the  interests  of  the  partnership  in  accord¬ 
ance  with  the  intended  purposes  of  the  firm,  in  per¬ 
forming  such  acts  it  must  be  concluded  that  the  part¬ 
ner  represents  the  firm.” 

9.  Report,  page  17.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“ ...  it  must  be  concluded  that  when  a  Lehman  part¬ 
ner  attempts  to  secure  business  for  the  firm  from  a 
corporation  of  which  he  is  a  director  he  acts  as  a 
representative  not  only  of  the  firm  but  also  of  the 
other  partners.” 

10.  Report,  page  21.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“It  must  be  concluded  that  an  interlocking  rela¬ 
tionship  between  carriers  (i.  e.,  National — Pan 
American)  competing  to  such  a  degree  would  jeopar¬ 
dize  the  existence  of  competition  which  Section  2 
of  the  Act  provides  as  being  in  the  public  interest.” 
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11.  Report,  page  30.  Exception  is  taken  to  the  Exam¬ 
iner’s  finding  that 

“It  must  be  concluded  that  Pan  American  and 
United  Fruit  compete  for  the  tourist  travel  between 
the  United  States,  on  one  hand,  and  Guatemala, 
Havana,  and  the  Caribbean  area,  on  the  other.” 

12.  Report,  page  31.  Exception  is  taken  to  the  Exam¬ 
iner’s  recommendation  that 

“The  extent  of  the  conflicting  interest,  however, 
(i.  e.  between  Pan  American  and  United  Fruit), 
impels  the  application  of  the  principles  heretofore 
set  forth  by  the  Board  that  the  detriments  under 
such  circumstances  outweigh  any  benefts  which  may 
accrue  to  the  carrier.  The  interlocking  relationship 
should  be  disapproved.” 

13.  Report,  page  33.  Exception  is  taken  to  the  Exam¬ 
iner’s  recommendation  that 

“It  appears  that  the  conclusion  reached  in  the  above- 
mentioned  cases  should  apply  to  the  American 
Export-Pan  American  interlocking  relationship  and 
that  the  latter  should  be  denied.” 

14.  Report,  page  35.  Exception  is  taken  to  the  Exam¬ 
iner’s  recommendation  that 

“However,  proof  that  a  director  of  a  manufac¬ 
turer  has  not  influenced  the  purchases  of  aircraft, 
or  that  the  recommendations  of  the  officers  of  the 
companies  as  to  the  purchase  and  sale  of  aircraft 
are  not  ordinarily  reviewed  or  changed  by  the  Board 
of  Directors,  is  not  an  affirmative  showing  sufficient 
to  transcend  the  inherent  danger  involved  in  such  an 
interlocking  relationship.  It  must  be  concluded  that 
the  interlocking  relationship  between  Consolidated 
Vultee  and  Continental,  National  and  Pan  American 
should  be  disapproved.” 
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15.  Report,  page  37.  Exception  is  taken  to  the  Exam¬ 
iner’s  conclusions  and  recommendations  set  forth  in  para¬ 
graphs  numbered  1,  2  and  4  on  page  37. 

16.  Exception  is  taken  to  the  failure  of  the  Examiner 

to  find  and  recommend  that  the  Board  find,  that  no  partners 
of  Lehman  Brothers  serving  as  directors  of  enterprises 
falling  within  the  purview  of  Section  409(a)  act  as  repre¬ 
sentatives  of  other  partners  who  serve  as  directors  of  air 
carriers.  I 

17.  Exception  is  taken  to  the  failure  of  the  Examiner 

to  find  and  recommend  that  the  Board  find,  that  the  onlv 

7  * 

interlocking  directorships  which  exist  under  Section  409(a) 
affecting  Mr.  Lehman,  Mr.  Thomas  or  Mr.  Ehrman,  is  that 
of  Mr.  Lehman  on  Pan  American  World  Airwavs,  Inc.  and 
United  Fruit  Company,  and  that  of  Mr.  Thomas  on  National 
Airlines,  Inc.  and  American  Export  Lines,  Inc. 

18.  Exception  is  taken  to  the  failure  of  the  Examiner 

to  find  and  recommend  that  the  Board  find,  that  the  public 
interest  will  not  be  adversely  affected  by  the  continued 
interlocking  directorship  of  Mr.  Lehman  on  Pan  American 
World  Airways,  Inc.  and  United  Fruit  Company,  andi  of 
Mr.  Thomas  on  National  Airlines,  Inc.  and  American  Export 
Lines,  Inc.  j 


In  support  of  the  foregoing  exceptions,  reliance  is  had 
upon  each  and  every  portion  of  the  Pecord,  upon  applicable 
statutes  and  agency  and  court  decisions,  as  well  as  matters 
of  which  official  notice  may  be  had. 

Respectfully  submitted, 

Sullivan  &  Cromwell, 

Henry  &  Netterville, 

Attorneys  for  Robert  Lehman,  Joseph  A. 

Thomas  and  Frederick  L.  Ehrman. 


Dated:  November  1,  1951. 
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BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 


In  the  Matter 

of 

Lehman  Brothers  Interlocking 
Relationships. 


Docket  No.  3605,  ct  al. 


Pan  American  World  Airways,  Inc.  (hereinafter 
referred  to  as  “Pan  American”)  respectfully  excepts  to 
the  Report  of  Examiner  Herbert  K.  Bryan,  served  October 
15,  1951,  in  the  above  proceeding,  in  the  respects  herein¬ 
after  set  forth : 

1.  Exception  is  taken  to  the  finding  appearing  on  pages 
17  and  37  of  the  Report  and  the  reasons  and  conclusions  in 
support  thereof  on  pages  9  through  12,  and  page  16,  of  the 
Report,  to  the  effect  that,  when  a  Lehman  partner  attempts 
to  secure  business  for  the  firm  of  Lehman  Brothers  from 
a  corporation  of  which  such  partner  is  a  director,  he  acts 
as  a  representative  of  Mr.  Robert  Lehman  as  a  director  of 
Pan  American,  within  the  meaning  of  Section  409  of  the 
Civil  Aeronautics  Act  of  193S,  as  amended.  Exception  is 
also  taken  to  the  Examiner’s  failure  to  find  that  such  a 
partner  of  Lehman  Brothers,  in  attempting  to  secure  such 
business,  is  not  a  representative  or  nominee  of  Mr.  Robert 
Lehman  as  a  director  of  Pan  American  within  the  meaning 
of  Section  409  of  said  Act  (Pan  American’s  Brief  to  the 
Examiner,  Part  III). 

2.  Exception  is  taken  to  the  conclusion  appearing  on 
page  31  of  the  Report  to  the  effect  that  the  extent  of  the 
conflicting  interest  between  Pan  American  and  United 
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Fruit  Company  “impels  the  application  of  the  principles 
heretofore  set  forth  by  the  Board  that  the  detriments  under 
such  circumstances  outweigh  any  benefits  which  may  accrue 
to  the  carrier.  ”  Exception  is  also  taken  to  the  findings 
appearing  on  pages  31  and  37  of  the  Report  to  the  effect 
that  the  interlocking  relationship  between  Pan  American 
and  United  Fruit  Company  would  adversely  affect  the 
public  interest  and  should  be  disapproved.  Exception  is 
further  taken  to  the  Examiner’s  failure  to  find  that  the 
only  instance  established  by  the  record  in  which  under  the 
Examiner’s  view  of  the  law  and  the  facts  a  Lehman  partner 
represents  the  firm  of  Lehman  Brothers  on  the  Board  of 
Directors  of  a  company  (Report,  p.  12),  is  of  such  nature 
that  the  benefits  accruing  to  Pan  American  and  to  the  air 
transportation  industry  from  Mr.  Robert  Lehman’s  service 
on  Pan  American ’s  Board  of  Directors  outweigh  any  detri¬ 
ments  which  may  accrue  to  Pan  American  (Pan  American’s 
Brief  to  the  Examiner,  Parts  I  and  II). 

3.  Exception  is  taken  to  all  findings  and  conclusions 
appearing  in  the  Report  and  summarized  on  page  37  thereof 
to  the  effect  that,  under  the  law  and  the  facts  of  record, 
because  of  Mr.  Robert  Lehman’s  membership  on  the  Board 
of  Directors  of  Pan  American,  interlocking  relationships 
exist  between  Pan  American  and  National  Airlines,  Ameri¬ 
can  Export  Lines,  Continental  Air  Lines  and  Consolidated 
Vultee  Aircraft  Corporation  and  that  such  interlocking 
relationships  would  adversely  affect  the  public  interest  and 
should  be  disapproved  (Pan  American’s  Brief  to  the  Exam¬ 
iner,  Parts  I  and  III). 

Respectfully  submitted, 

/s/  Henry  J.  Friendly 
Henry  J.  Friendly  ; 

/s/  H.  Don  Reynolds 
H.  Don  Reynolds 

Attorneys  for  Pan  American  World 
Airways,  Inc. 

Dated:  New  York,  N.  Y.,  November  1,  1951, 
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UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 

E-6447 

Served:  May  21,  1952 
Docket  No.  3605  et  al.1 

Lehman  Brothers  Interlocking  Relations  Case 


Decided :  May  21, 1952 

Interlocking  relationships  found  to  exist  between  various 
air  carriers  on  the  one  hand  and  certain  common  car¬ 
riers  and  persons  engaged  in  a  phase  of  aeronautics 
on  the  other,  by  virtue  of  the  air  carriers  having  direc¬ 
tors  who  are  partners  in  Lehman  Brothers  and  who 
have  other  partners  in  Lehman  Brothers  who  repre¬ 
sent  them  as  directors  of  common  carriers  or  of  per¬ 
sons  engaged  in  a  phase  of  aeronautics. 

Interlocking  relationships  between  Pan  American  World 
Airways,  Inc.,  on  the  one  hand  and  National  Airlines, 
Inc.,  LTnited  Fruit  Company,  and  American  Export 
Lines,  Inc.,  on  the  other,  and  between  Pan  American 
World  Airways,  Inc.,  National  Airlines,  Inc.,  and  Con¬ 
tinental  Air  Lines,  Inc.,  on  the  one  hand  and  Consoli¬ 
dated  Vultee  Aircraft  Corporation  on  the  other 
adversely  affect  the  public  interest  and  are  disap¬ 
proved  under  sections  409(a)  and  1002(c)  of  the  Act. 

Interlocking  relationships  between  Continental  Air  Lines, 
Inc.,  on  the  one  hand  and  National  Airlines,  Inc,  Pan 
American  World  Airways,  Inc.,  United  Fruit  Company 
and  American  Export  Lines,  Inc.,  on  the  other,  between 
National  Airlines,  Inc.,  on  the  one  hand  and  United 
Fruit  Company  and  American  Export  Lines,  Inc.,  on 
the  other,  and  between  Pan  American  World  Airways, 
Inc.,  National  Airlines,  Inc.,  and  Continental  Air  Lines, 

1  Also  included  herein  arc  Docket  Nos.  267S  and  4566;  see  note  3,  infra. 
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Inc.,  on  the  one  hand  and  Western  Union  Telegraph 
Company,  Commercial  Pacific  Cable  Company,  Chicago 
Motor  Coach  Company,  and  New  York  City  Omnibus 
Corporation  on  the  other,  do  not  adversely  affect  the 
public  interest  and  are  approved  under  section  409(a) 
of  the  Act.  j 

Application  of  Robert  Lehman  and  Pan  American  World 
Airways,  Inc.,  for  approval  of  the  holding  by  Robert 
Lehman  of  the  position  of  director  of  United  Fruit 
Company  while  serving  as  director  of  Pan  American 
World  Airways,  Inc.,  denied  as  adverse  to  the  public 
interest.  i 

Application  of  Joseph  A.  Thomas  and  National  Airlines, 
Inc.,  for  approval  of  the  holding  by  Joseph  A.  Thomas 
of  the  position  of  director  of  American  Export  Lines, 
Inc.,  while  serving  as  director  of  National  Airlines, 
Inc.,  granted  as  not  adverse  to  the  public  interest.: 

Appearances : 

Eustace  Seligmax,  G.  Robert  Hexry,  Victor  S.  Net- 
tervtt/le,  and  Frederick  L.  Eiirmax  for  Lehman 
Brothers. 

IT.  Dox  Reynolds  and  David  L.  Steage  for  Pan  Ameri¬ 
can  World  Airwavs,  Inc.  ! 

Johx  W.  Cross,  Richard  A.  Fitzgerald  and  John 
Hartshorn  for  National  Airlines,  Inc. 

C.  Edward  Erasure  for  Continental  Air  Lines,  Inc. 

Joseph  A.  Thomas,  pro  se. 

William  F.  Kennedy,  John  W.  Simpson,  and  William 
E.  Hanna,  Jr.,  Bureau  Counsel. 

i 

Opinion. 

By  the  Board  i 

The  Board  by  Order  Serial  No.  E-2341,  dated  December 
30, 1948,  instituted  this  proceeding  to  determine  (1)  whether 
certain  directors  of  air  carriers  who  are  partners  in  Lehman 
Brothers  have  other  partners  representing  them  as  direc- 
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tors  of  section  409(a)  enterprises2  and,  if  they  have,  (2) 
whether  such  interlocking  relationships  are  adverse  to  the 
public  interest.  The  Board  has  also  consolidated  into  this 
proceeding  two  applications  by  Lehman  partners  for 
approval  of  interlocking  relationships,  one  involving  Robert 
Lehman  as  director  of  Pan  American  World  Airways,  Inc., 
and  of  United  Fruit  Company,  the  other  Joseph  A.  Thomas 
as  director  of  National  Airlines,  Inc.,  and  of  American 
Export  Lines,  Inc.8 

After  due  notice  a  public  hearing  was  held  before  Exam¬ 
iner  Herbert  K.  Bryan  who  has  issued  his  report.  In  it  he 
found  that  all  the  relationships  examined  were  interlocking, 
either  because  a  particular  Lehman  partner  was  a  director 
in  both  an  air  carrier  and  a  section  409(a)  enterprise  or, 
more  usually,  because  the  Lehman  partner  who  was  an  air 
carrier  director  had  another  Lehman  partner  representing 
him  as  a  director  of  a  section  409(a)  enterprise.  The  Exam¬ 
iner  found,  however,  that  only  the  following  interlocking 
relationships  were  adverse  to  the  public  interest:  As  to 
Pan  American  World  Airways,  Inc.,  and  its  director  Robert 
Lehman,  the  relationships  with  National  Airlines,  Inc., 
United  Fruit  Company,  American  Export  Lines,  Inc.,  and 
Consolidated  Vultee  Aircraft  Corporation;  as  to  National 

2  As  used  herein,  the  term  “section  409(a)  enterprises”  means  common 
carriers,  air  or  surface,  and  non-carrier  aeronautical  enterprises.  Section 
409(a)  in  pertinent  part  provides  that  “After  one  hundred  and  eighty  days 
after  the  effective  date  of  this  section,  it  shall  be  unlawful,  unless  such 
relationship  shall  have  been  approved  by  order  of  the  Authority  [Board] 
upon  due  showing,  in  the  form  and  manner  prescribed  by  the  Authority 
[Board],  that  the  public  interest  will  not  be  adversely  affected  thereby — 

(1)  For  any  air  carrier  to  have  and  retain  an  officer  or  director  who  is 
an  officer,  director,  or  member,  or  who  as  a  stockholder  holds  a  controlling 
interest,  in  any  other  person  who  is  a  common  carrier  or  is  engaged  in  any 
phase  of  aeronautics. 

(2)  For  any  air  carrier,  knowingly  and  willfully,  to  have  and  retain  an 
officer  or  director  who  has  a  representative  or  nominee  who  represents  such 
officer  or  director  as  an  officer,  director,  or  member,  or  as  a  stockholder 
holding  a  controlling  interest,  in  any  other  person  who  is  a  common  carrier 
or  is  engaged  in  any  phase  of  aeronautics. 

(3)  For  any  person  who  is  an  officer  or  director  of  an  air  carrier  to 
hold  the  position  of  officer,  director,  or  member,  or  to  be  a  stockholder 
holding  a  controlling  interest,  or  to  have  a  representative  or  nominee  who 
represents  such  person  as  an  officer,  director,  or  member,  or  as  a  stockholder 
holding  a  controlling  interest,  in  any  other  person  who  is  a  common  carrier 
or  is  engaged  in  any  phase  of  aeronautics. 

3  Robert  Lehman’s  application,  Docket  No.  4566,  consolidated  by  Order 
Serial  No.  E-4517,  dated  August  15,  1950;  Joseph  A.  Thomas’  application, 
Docket  No.  267S,  consolidated  by  Order  Serial  No.  E-2341,  dated  December 
30,  1948. 
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Airlines,  Inc.,  and  its  director  Joseph  A.  Thomas,  the  rela¬ 
tionships  with  Pan  American  and  Consolidated  Vultee ;  and 
as  to  Continental  Air  Lines,  Inc.,  and  its  director  Frederick 
L.  Ehrman,  the  relationship  with  Consolidated  Vultee.  The 
Examiner  recommended  approval  of  the  interlocking  rela¬ 
tionships  between  Continental  Air  Lines  on  the  one  hand 
and  National  Airlines,  Pan  American,  United  Fruit  Com¬ 
pany,  and  American  Export  Lines ;  between  National  Air¬ 
lines  on  the  one  hand  and  United  Fruit  Company  and 
American  Export  Lines ;  and  between  each  of  the  three  air 
carriers  involved  and  Western  Union  Telegraph  Company, 
Commercial  Pacific  Cable  Company,  Chicago  Motor  Coach 
Company,  and  New  York  City  Omnibus  Corporation. 

Exceptions  to  the  report  of  the  Examiner  were  filed  by 
the  three  air  carriers  and  their  three  individual  Lehman 
partner-directors  (Robert  Lehman  of  Pan  American,  Joseph 
A.  Thomas  of  National  and  Frederick  L.  Ehrman  of  Con¬ 
tinental),  hereinafter  termed  collectively  the  * 4  respond¬ 
ents”.  Respondents  have  filed  briefs  to  the  Board  in  sup¬ 
port  of  their  exceptions.  Bureau  Counsel  did  not  except  to 
the  Examiner’s  report,  and  has  asked  the  Board  to  consider 
his  brief  to  the  Examiner.  The  Board  has  received  these 
briefs  and  has  heard  oral  argument. 

Upon  consideration  of  the  record  we  adopt,  except  a,s 
modified  herein,  the  findings,  conclusions,  and  recommenda¬ 
tions  of  the  Examiner  in  his  report,  which  is  attached  hereto. 

This  is  the  first  proceeding  under  section  409(a)  of  the 
Act  which  has  presented  the  jurisdictional  question  of  the 
existence  of  an  interlocking  relationship  by  representation 
rather  than  by  the  same  individual  having  positions  in  both 
enterprises.  Respondents  advance  a  number  of  contentions 
in  disputing  the  Examiner’s  finding  that  Lehman  partner- 
directors  of  section  409(a)  enterprises  represent  other 
Lehman  partners  who  are  air  carrier  directors.  Most  of 
these  contentions  are  amply  discussed  in  the  Examiner’s 
report  and  do  not  require  further  treatment  here.  However;, 
there  are  several  arguments  pressed  by  respondents  that 
warrant  comment. 

First,  respondents  contend  that  we  are  stretching  section 
409(a)  to  apply  to  dangers  to  the  public  interest  which  we 
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feel  should  be  within  its  scope  but  which  the  statutory 
language  simply  does  not  cover.  They  say  that  if  Congress 
had  intended  to  include  partners  merely  because  they  are 
partners,  the  section  would  have  referred  to  a  representa¬ 
tive,  nominee  “or  partner’’.  Respondents  apparently  recog¬ 
nize  that  the  principal  objectives  of  section  409(a)  are  the 
preservation  of  the  freedom  of  air  carriers  to  compete  for 
traffic  among  themselves  and  with  other  common  carriers 
and  to  deal  at  arm’s  length  with  suppliers.  However, 
respondents  assert  that  the  section  does  not  in  every  case 
reach  these  objectives.  They  cite  as  such  a  case  that  of  an 
aircraft  manufacturer’s  director  who  selects  his  representa¬ 
tive  to  be  director  of  an  air  carrier.  They  contend  that  the 
air  carrier  director,  while  he  would  be  a  representative  of 
the  manufacturer’s  director  with  obvious  risk  of  harm  to 
the  air  carrier,  would  not  “have”  a  representative  in  the 
manufacturer’s  directorate  so  as  to  be  within  the  terms  of 
section  409(a).  We  think  that  to  argue  on  the  basis  of  such 
an  alleged  loophole  in  the  section  is  beside  the  point.  The 
situation  which  respondents  cite  is  not  before  us,  and  we 
need  not  pass  upon  it.  More  important,  we  are  not  inter¬ 
preting  section  409(a)  as  necessarily  broad  enough  to  reach 
in  all  cases  the  underlying  objectives  stated  above.  We 
interpret  it  according  to  its  terms,  and  look  to  the  objectives 
onlv  when  necessarv  to  construe  the  meaning  of  those  terms. 

When  section  409  uses  the  term  “representative”,  we  are 
entitled  to  give  that  term  its  ordinary  meaning.  And,  in 
its  ordinary  meaning,  the  term  “representative”  denotes 
a  person  who  acts  on  behalf  of  another.  On  this  basis  alone, 
we  are  jusified  in  finding  that  the  Lehman  partners  here 
in  question  are  “representatives”  within  the  meaning  of 
section  409.  However,  we  have  gone  beyond  the  ordinary 
meaning  of  the  statutory  language,  and  have  explored  its 
basic  purposes  and  have  found  that  our  interpretation 
effectuates  the  legislative  objectives.  Thus,  our  interpreta¬ 
tion  is  in  accord  both  with  the  literal  meaning  of  the  word 
“representative”  in  common  usage  and  with  the  basic  Con¬ 
gressional  purposes  of  section  409.  Clearly,  this  is  a  sound 
approach  to  the  problem  of  statutory  construction  before  us. 
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Second,  respondents  contend  that  a  partner-director’s 
duties  as  fiduciary  and  trustee  toward  the  corporation  he 
directs  militate  against  his  acting  for  or  on  behalf  of  others 
on  matters  within  the  scope  of  his  duties  as  a  director.  They 
admit,  however,  that  these  duties  would  not  forbid  his  act¬ 
ing  as  a  director  to  further  such  interests  of  others  as  did 
not  conflict  with  those  of  the  corporation.  Even  where  the 
interests  do  conflict,  the  director’s  own  interests  may  tempt 
him  to  disregard  his  duties.  To  contend  that  the  duties 
preclude  representation  io  to  say  that  no  director  would 
ever  yield  to  such  a  temptation.  These  fiduciary  duties  are 
also  present  in  the  case  of  a  single  person  serving  as  direc¬ 
tor  of  two  corporations,  but  they  do  not  negate  the  existence 
of  an  interlocking  relationship  under  section  409  in  that  case. 
Indeed,  as  against  the  contention  that  the  duties  of  a  direc¬ 
tor  tend  to  erase  the  interlocking  relationship,  it  should  be 
noted  that  interlocking  relationships  have  received  legisla¬ 
tive  attention  because  they  often  tend  to  impair  the  per¬ 
formance  of  the  duties  of  directors. 


Third,  respondents  contend  that  representation  does  not 
exist  because  Lehman  partners  do  not  control  other  Lehman 
partners  in  the  conduct  of  their  directorships.  Respond¬ 
ents  point  to  evidence  of  past  conflicts  of  interest,  views, 
and  actions  among  Lehman  partners  on  several  occasions. 
Assuming  that  Lehman  partners  ordinarily  do  not  control 
a  fellow  partner  in  his  acts  as  a  corporate  director,  at  least 
where  partnership  business  is  not  involved,  it  does  not 
follow  that  the  Lehman  partner-director  does  not  repre¬ 
sent  his  fellow  partners.  The  Examiner  found  that  the 
evidence  is  conclusive  that  partners  who  are  directors  do 
act  to  secure  business  for  the  partnership  from  the  corpo¬ 
rations  which  they  direct,  that  each  partner  understands 
that  other  partners  will  so  act,  and  that  each  will  share  in 
the  profits  which  may  result  from  the  actions  of  his  fellow 
partners.  In  the  face  of  this  finding,  such  lack  of  control  as 
may  exist  is  of  small  moment.  It  is  in  part  merely  an  indi¬ 
cation  that  the  representation  does  not  extend  to  all  matters 
upon  which  a  Lehman  partner  might  act  as  a  director.  As 
to  matters  to  which  the  representation  does  extend — those 
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matters  as  to  which  the  Lehman  partner’s  conduct  as  a 
director  might  help  or  hinder  the  business  of  Lehman 
Brothers — the  partner  may  have  such  wide  discretion  as  to 
be  in  effect  largely  free  from  control.  Indeed,  where  part¬ 
ners  have  voluntarily  come  together  to  pursue  common 
interests,  a  partner  may  well  represent  his  fellows  admir¬ 
ably  without  any  need  for  control.  Occasional  conflicts  of 
interest,  views,  and  actions  among  partners  do  not  negate 
this,  for  it  is  a  matter  of  common  knowledge  that  the  part¬ 
nership  form  of  business  or  professional  enterprise  is  some¬ 
times  carried  on  in  the  face  of  strife  among  partners.  In 
this  proceeding,  the  evidence  of  occasional  conflicts  between 
Lehman  partners  in  particular  situations  cannot  erase  the 
amply  proven  fact  of  a  general  and  continuing  community 
of  interest  among  them  in  furthering  the  business  of  Lehman 
Brothers. 

Fourth,  respondents  contend  that  the  Examiner’s  find¬ 
ing  of  representation  by  partnership  is  in  error  in  that  he 
confused  benefit  to  the  partnership  with  representation  of 
the  partnership.  They  assert  that  if  a  hypothetical  director 
of  some  corporation  had  a  brother  who  was  a  lawyer  and 
the  director  sought  to  persuade  the  corporation  to  retain 
his  brother  as  counsel,  the  director  would  be  assisting  but 
not  representing  his  brother.  Respondents  argue  that  the 
same  conclusion  follows  when  a  Lehman  partner-director 
induces  a  company  of  which  he  is  a  director  to  give  its 
investment  banking  business  to  Lehman  Brothers.  This 
argument  ignores  the  question  of  the  existence  of  a  person’s 
authority  to  act  on  behalf  of  another,  and  in  the  case  before 
us  there  can  be  no  doubt  that  the  element  of  authority  is 
present;  it  cannot  be  reasonably  asserted  that  Lehman 
Brothers  does  not  authorize  a  Lehman  partner  to  try  to 
obtain  for  Lehman  Brothers  the  business  of  the  companies 
in  which  he  is  a  director,  since  that  is  part  of  the  well- 
understood  function  of  a  Lehman  partner. 

Fifth,  respondents  contend  that  if  a  partner-director 
is  a  representative,  he  represents  only  the  partnership,  and 
not  his  several  fellow-partners.  They  predicate  this  con¬ 
tention  in  part  upon  their  view  that  the  law  of  partnership 
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in  New  York,  in  making  a  partner  an  agent  “of  the  partner¬ 
ship’ makes  him  that  and  that  alone,  and  therefore  not  a 
representative  of  any  other  individual  partner.  They  also 
base  this  contention  upon  the  alleged  artificiality  of  regard¬ 
ing  a  partner  as  a  representative  of  anything  other  than  all 
partners  as  a  body. 

We  consider  the  contention  unsound  on  either  basis. 
We  are  not  impressed  with  the  view  that  the  existence  of 
jurisdiction  to  consider  questions  of  public  interest  under  a 
federal  regulatory  statute  necessarily  turns  upon  whether 
or  not  partnerships  are  deemed  to  be  entities  in  the  juristic 
theory  of  a  particular  state’s  law.  We  are  concerned  with 
whether  representation  within  the  meaning  of  section 
409(a)  here  exists  in  fact.  When  a  Lehman  partner  acts  in 
furtherance  of  partnership  activities,  he  is  acting  on  behalf 
of  himself  and  each  of  the  other  partners.  We  see  nothing 
artificial  in  this  statement  and  regard  it  as  a  fact  which 
should  not  become  obscured  by  preoccupation  with  the 
niceties  of  partnership  theory.  Furthermore,  to  accept 
respondents’  contention  on  the  basis  of  their  view  of  the 
New  York  law  of  partnership  (which  we  think  questionable) 
would  make  the  meaning  and  impact  of  the  federal  law  vary 
from  state  to  state  and  perhaps  as  well  from  time  to  time, 
a  result  which  we  hardly  think  Congress  intended.  For 
these  reasons  we  are  not  persuaded  in  this  proceeding  to 
acknowledge  a  veil  of  partnership  entity  between  each 
partner  and  the  other  partners,  or  that  we  cannot  or  sholild 
not  pierce  such  a  veil  if  one  exists. 

We  have  considered  the  remaining  contentions  of  repbn- 
dents  in  support  of  their  position  that  Lehman  partners  do 
not  repesent  each  other  within  the  meaning  of  section 
409(a)  of  the  Act,  and  find  them  without  merit. 

We  turn  now  to  the  remaining  issues  in  this  proceeding 
— those  raised  by  respondents’  contention  that  the  Exam¬ 
iner  erred  in  finding  that  some  of  the  interlocking  relation¬ 
ships  in  this  case  are  adverse  to  the  public  interest.  The 
Examiner’s  findings  in  this  regard  w^ere  made  by  applying 
to  the  evidence  of  record  the  principles  or  tests  set  forth  in 
our  previous  decisions.  Respondents  urge,  however,  that  a 
special  test  of  the  public  interest  should  be  employed  in  the 
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case  of  representational  relationships,  different  from  the 
tests  used  where  the  relationship  is  based  upon  the  same 
individual  serving  in  two  enterprises.  According  to  respon¬ 
dents,  “representation  solely  for  the  purpose  of  obtaining 
underwriting  business  and  upon  the  infrequent  occasions 
when  corporate  financing  might  be  contemplated”,  involves 
such  a  limited  authority  as  to  constitute  nothing  more  than 
special  agency.  Therefore,  it  is  argued,  the  only  possible 
impairment  of  the  public  interest  for  us  to  consider  is  that 
which  might  flow  from  the  efforts  of  a  Lehman  partner  to 
secure  underwriting  business  from  the  corporation  in  which 
he  is  a  director.  They  apply  this  test  and  conclude  that  the 
only  effect  of  the  partner-director’s  efforts  would  be  to 
assist  a  corporation  in  marketing  its  securities  and  in 
solving  corporate  financial  problems,  and  that  this  effect 
would  not  be  adverse  to  the  public  interest. 

We  must  reject  this  line  of  argument.  For,  while  there 
may  be  a  limited  factual  basis  for  the  finding  of  representa¬ 
tion  between  the  Lehman  partners,  we  cannot  find  that  the 
dangers  to  the  public  interest  in  the  relationships  between 
the  enterprises  involved  are  any  the  less  than  they  would 
be  if  a  single  Lehman  partner  served  on  these  enterprises 
as  a  common  director.  We  believe  that  the  basic  purposes 
and  objectives  of  section  409  can  best  be  effectuated  by 
applying  to  the  relationships  here  involved  our  customary 
criteria  for  measuring  the  effect  of  the  relationship  on  the 
public  interest.  Accordingly,  the  Examiner  properly 
explored  the  public  interest  issue  by  examining  into  the 
degree  of  conflicts  of  interest  which  would  arise  from  com¬ 
petition  for  traffic  or  from  the  existence  of  a  buyer-seller 
relationship  between  the  companies  concerned. 

Even  if  we  were  to  use  respondents’  test,  it  would  not 
point  to  the  conclusion  which  respondents  draw  from  it. 
If  we  consider  the  effect  on  the  public  interest  as  stemming 
only  from  the  efforts  of  a  Lehman  partner  to  obtain  under¬ 
writing  business  for  Lehman  Brothers  from  the  corporation 
in  which  he  is  a  director,  it  does  not  follow  that  the  only 
possible  effect  of  such  efforts  in  the  case  of  an  air  carrier 
would  be  to  make  the  services  of  Lehman  Brothers  more 
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readily  available  to  that  carrier,  or  that  such  an  effect 
would  necessarily  be  in  the  public  interest.  The  efforts  of  a 
Lehman  partner  who  is  a  director  of  a  section  409(a) 
enterprise  to  obtain  tor  Lehman  Brothers  the  underwriting 
business  of  that  enterprise  would  be  a  matter  of  financial 
interest  to  another  Lehman  partner  who  is  a  director  of 
an  air  carrier  which  may  compete  for  traffic  with  that  enter¬ 
prise.  In  such  a  situation  it  might  well  be  that  the  prospects 
for  Lehman  Brothers  obtaining  this  underwriting  business 
could  be  materially  enhanced  if  a  Lehman  partner  could 
arrange  for  less  vigorous  competition  for  traffic  by  the  air 
carrier.  If  the  section  409(a)  enterprise  were  a  potential 
supplier  of  the  air  carrier  rather  than  a  competitor  for 
traffic,  efforts  to  obtain  underwriting  business  from  the 
supplier  might  include  efforts  to  facilitate  sale  of  its 
products  to  the  air  carrier.  What  we  have  just  described 
is  intended  not  as  a  narration  of  particular  past  occur¬ 
rences,  but  rather  to  show  that  applying  respondents’  own 
test  may  produce  results  other  than  those  claimed  by 
respondents.  I 

One  other  contention  of  respondents  on  the  question  of 
public  interest  merits  comment.  The  Examiner  concluded 
that  the  absence  of  evidence  that  an  interlocking  relation¬ 
ship  has  involved  actual  harm,  unethical  purposes,;  or 
efforts  to  the  detriment  of  an  air  carrier  does  not  establish 
that  it  will  not  adversely  affect  the  public  interest.  In  this 
respondents  claim  he  erred.  They  urge  that  a  finding  of  no 
affirmatively  detrimental  conduct  should  be  sufficient  to 
indicate  that  the  interlocking  relationship  will  not  impair 
public  interest,  at  least  where  the  conflict  of  interests 
between  the  two  corporations  is  a  relatively  limited  one.4 

We  believe  that  section  409(a)  points  to  the  answer  to 
this  contention.  The  conduct  of  which  that  section  speaks 
is  declared  unlawful  unless  the  relationship  which  it  involves 
“  shall  have  been  ”  approved  by  the  Board.  Since  Congress 
clearly  intended  us  to  pass  upon  the  public  interest  aspects 

4  This  contention  is  advanced  principal!}’  with  respect  to  the  relationship 
between  Pan  American  and  United  Fruit  Company  through  Robert  Lehman, 
but  some  of  our  comments  upon  it  apply  to  the 'representational  interlocks 
as  well.  i 
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of  an  interlocking  relationship  before  it  is  entered  into, 
we  think  it  hardly  likely  that  we  are  required  to  determine 
the  public  interest  question  in  terms  of  the  past  conse¬ 
quences  of  the  relationship.3  As  a  matter  of  fact,  we  do 
not  think  that  one  who  ignores  the  statutory  procedure 
and  maintains  the  relationship  before  any  approval  is 
granted  should  be  heard  to  urge  as  a  showing  in  support 
of  such  approval  that  the  illegality  of  his  conduct  produced 
no  ill  effects.  To  accept  such  a  contention  would  be  to 
permit  an  applicant  to  profit  by  his  violation  of  the  law, 
by  using  evidence  that  would  not  be  available  to  one  who 
forbore  entering  into  the  relationship  until  the  requisite 
approval  was  granted.  Any  other  conclusion  would  place 
a  premium  upon  entry  into  interlocking  relationships  first 
and  seeking  Board  approval  thereof  afterward. 

In  addition,  the  absence  of  evidence  of  actual  injury  to 
date  is  not  persuasive  that  the  public  interest  will  not  be 
adversely  affected  by  the  relationship.  The  purpose  of 
section  409(a)  is  preventive  or  prophylactic,  and  where  the 
record  shows  a  continuing  risk  of  the  future  occurrence  of 
the  evils  to  which  the  legislation  is  addressed,  steps  to  pro¬ 
tect  the  public  interest  should  be  taken  before  and  not 
after  actual  harm  has  been  done. 

Respondents  have  suggested,  as  to  interlocking  relation¬ 
ships  which  might  be  found  adversely  to  affect  the  public 
interest,  that  in  lieu  of  disapproving  them  we  might  issue 
an  order  of  approval  containing  terms  and  conditions  appro¬ 
priate  to  safeguard  the  public  interest.  We  have  carefully 
considered  this  suggestion,  which  is  addressed  to  our  admin¬ 
istrative  discretion,  and  find  ourselves  unable  to  accept  it. 
Respondents  have  not  indicated  what  conditions  would  be 
appropriate  to  safeguard  the  public  interest  in  the  situa¬ 
tions  before  us,  and  we  do  not  believe  that  any  conditions 
should  be  here  relied  upon  to  that  end. 

In  all  the  relationships  which  the  Examiner  found 
adversely  affect  the  public  interest,  he  found,  as  we  do, 

5  Cf.  Pan  American  Airways-Hancs  Interlocking  Relationship,  8  C.  A.  B. 
617  (1947)  where  we  said  “The  problem  raised  by  a  common  director  for 
two  companies  is  not  a  question  of  personal  integrity  of  the  director.  Rather 
it  is  whether  the  potential  interest  of  the  two  companies  may  be  in  conflict.’ ’ 
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a  substantial  conflict  of  interest  between  tbe  two  corpora¬ 
tions  involved.  That  conflict  consisted  of  either  a  diver¬ 
gency  of  interest  between  buyers  and  sellers,  in  the  cases 
of  the  three  air  carriers  on  the  one  hand  and  Consolidated 
Vultee  on  the  other,  or  an  opposition  of  interest  between 
competitors  for  traffic  in  the  cases  of  Pan  American  on 
the  one  hand  and  National  Airlines,  United  Fruit  Company, 
and  American  Export  Lines  on  the  other.  As  to  the  first 
type  of  situation,  the  policy  of  this  Board  has  always  been 
to  leave  to  the  air  carrier  the  choice  as  to  which  among 
the  various  types  of  suitable  equipment  offered  by  the 
several  aircraft  manufacturers  would  be  the  best  for  it  to 
purchase.  Conditions  prohibiting  transactions  between  an 
air  carrier  and  a  manufacturer  of  commercial  transport 
aircraft  would  obviously  destroy  such  a  policy;  and  condi¬ 
tions  requiring  the  air  carrier  to  report  to  us  such  trans¬ 
actions  or  proposed  transactions  would,  if  at  all  meaningful, 
involve  our  participation  in  the  same  type  of  choice  which 
our  policy  leaves  to  the  air  carrier.6 

The  second  type  of  situation,  that  where  an  interlocking 
relationship  exists  between  competitors  for  traffic,  |also 
lends  itself  poorly  to  the  use  of  conditions  to  protect  the 
public  interest.  A  proper  set  of  conditions  would  be  ones 
that  were  intended  to  insure  competition  for  traffic  to  the 
same  extent  as  if  the  relationship  did  not  exist.  Such  con¬ 
ditions  would  obviously  be  administratively  impractical. 
To  impose  a  condition  which  orders  a  person  not  to  omit 
or  overlook  doing  those  things  which  he  would  do  under 
different  circumstances  is  a  futile  gesture  which  at  best 
would  tend  to  involve  the  Board  in  extensive  and  protracted 
investigation  and  speculation.  We  feel  the  public  interest 
will  be  far  better  protected  by  freeing  the  air  carriers  of 
relationships  with  competitors  than  by  attempting  to  impose 
conditions  which,  to  the  extent  they  might  have  any  effect, 
would  require  us  to  predict  or  to  make  those  decisions  which 
an  independent  management  would  make. 

6  That  policy  is,  we  feel,  a  sound  one,  and  presupposes  that  an  air  carrier’s 
choice  of  equipment  should  never  be  subject  in  the  slightest  degree  to  possible 
influence  by  the  conflicting  interests  of  a  particular  supplier. 
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On  the  basis  of  the  foregoing  and  upon  full  consideration 
of  the  record,  we  find: 

(1)  That  the  several  partners  of  Lehman  Brothers  serv¬ 
ing  as  directors  of  section  409(a)  enterprises  act  as  repre¬ 
sentatives  of  the  other  partners  of  Lehman  Brothers  who 
serve  as  directors  of  air  carriers; 

(2)  That  interlocking  relationships  exist  by  reason  of 
the  preceding  finding  between  Continental  Air  Lines, 
National  Airlines  and  Pan  American  World  Airways, 
between  each  of  those  air  carriers  on  the  one  hand  and 
Consolidated  Vultee  Aircraft  Corp.,  Western  Union  Tele¬ 
graph  Co.,  Commercial  Pacific  Cable  Co.,  Chicago  Motor 
Coach  Co.,  and  New  York  City  Omnibus  Corp.,  on  the  other, 
between  Continental  Air  Lines  and  National  Airlines  on 
the  one  hand  and  United  Fruit  Co.,  on  the  other,  and  between 
Continental  Air  Lines  and  Pan  American  World  Airways 
on  the  one  hand  and  American  Export  Lines,  Inc.,  on  the 
other ; 

(3)  That  the  following  interlocking  relationships  will 
not  adversely  affect  the  public  interest  and  should  be 
approved:  Continental  Air  Lines  with  Pan  American 
World  Airways,  Continental  Air  Lines  and  National  Air¬ 
lines  with  American  Export  Lines  and  with  United  Fruit 
Company,  and  Continental  Air  Lines,  National  Airlines 
and  Pan  American  World  Airways  with  Western  Union 
Telegraph  Co.,  Commercial  Pacific  Cable  Co.,  Chicago 
Motor  Coach  Co.,  and  New  York  City  Omnibus  Corp. ;  and 

(4)  That  the  following  interlocking  relationships  will 
adversely  affect  the  public  interest  and  should  be  ter¬ 
minated:  Pan  American  World  Airways  with  National  Air¬ 
lines,  with  United  Fruit  Company,  and  with  American 
Export  Lines,  and  Consolidated  Vultee  Aircraft  Corp.,  with 
Pan  American  World  Airways,  with  National  Airlines,  and 
with  Continental  Air  Lines. 

An  appropriate  order  will  be  entered. 

Nyrop,  Chairman,  Ryan,  Lee,  Adams  and  Gurney, 
Members  of  the  Board,  concurred  in  the  above  opinion. 
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Certification  of  Transcript  of  Record. 

[Filed  in  Court  of  Appeals  on  August  25,  1952.] 


IX  THE 

UNITED  STATES  COURT  OF  APPEALS 

For  the  District  of  Columbia. 


Robert  Lehman,  Joseph  A.  Thomas 
and  Frederick  L.  Ehrmax, 

Petitioners, 

v. 

Civil  Aeroxautics  Board, 

Respondent. 

Pax  Americax  World  Airways,  Ixc., 

Petitioner, 

v. 

Civil  Aeroxautics  Board, 

Respondent. 


No.  11,500 


No.  11,503 


It  is  hereby  certified  that,  subject  to  the  exceptions 
noted  below,  the  annexed  materials  numbered  from  page  1 
to  page  1511,  inclusive,  constitute  a  true  copy  of  the  record 
upon  which  was  entered  Board’s  Order  Serial  No.  E-6447 
dated  May  21,  1952,  together  with  briefs,  transcripts'  of 
arguments  and  certain  memoranda  and  correspondence!  in 
the  nature  of  briefs  and  arguments,  which  latter  materials 
were  considered  by  the  Board  insofar  as  based  on  evidence 
contained  in  the  record,  or  on  facts  and  circumstances 
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entitled  to  official  notice,  in  connection  with  the  entry  of 
the  order  described. 

By  stipulation  of  the  parties  contained  in  the  transcript 
of  the  record  certified  herewith  certain  publications  and 
records  were  incorporated  into  such  record  by  reference 
thereto.  Since  the  extent  to  which  the  data  contained  in 
such  publications  and  records  were  urged  to  and  considered 
by  the  Board  is  clearly  apparent  from  other  documents, 
briefs  and  arguments,  and  the  Board’s  decisions  and  opin¬ 
ions  so  certified,  the  furnishing  of  such  publications  and 
reports  for  use  by  the  Court  is  believed  to  be  unnecessary, 
and  copies  of  such  materials  have  not  been  included  in  the 
transcript  certified  herewith.  Copies  of  any  such  publica¬ 
tions  or  records,  or  parts  thereof,  however,  as  may  be  deter¬ 
mined  necessary  for  the  purpose  of  review  will  promptly 
be  furnished  upon  request. 

By  the  Civil  Aeronautics  Board : 


M.  C.  Mulligan, 
Secretary. 


Washington,  D.  C., 
August  22,  1952. 
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m  THE 

UNITED  STATES  COURT  OF  APPEALS, 
Fob  the  District  of  Columbia. 


Robert  Lehman,  Joseph  A.  Thomas 
and  Frederick  L.  E  hr  man, 

Petitioners, 


No.  11,500 


Civil  Aeronautics  Board, 

Respondent. 

Pan  American  World  Airways,  Inc., 

Petitioners, 


Civil  Aeronautics  Board, 

Respondent. 


No.  11,503 


It  is  hereby  certified  That  the  materials  annexed  hereto 
numbered  from  page  1512  to  page  1546,  constitute  true 
copies  of  certain  portions  of  the  record  upon  which  was 
entered  the  Board’s  Order  Serial  No.  E-6447,  dated  May  21, 
1952,  which  inadvertently  were  omitted  from  the  original 
Certification  of  Transcript  of  Record  herein,  dated  August 
22,  1952.  These  materials  are  submitted  pursuant  to  Rule 
38e  of  the  Rules  of  Court. 

By  the  Civil  Aeronautics  Board : 

M.  C.  Mulligan, 
Secretary, 

Washington,  D.  C. 

October  21,  1952 

7  I 

(Seal) 
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Stipulation. 

[Filed  with  Board  on  December  15,  1950.] 

UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 


In  the  Matter 

of 

Interlocking  relationships  under  sec¬ 
tion  409(a)  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  involving: 

Robert  Lehman, 

Joseph  A.  Thomas, 

Frederick  L.  Ehrman, 

Pan  American  World  Airways,  Inc., 
National  Airlines,  Inc., 
Continental  Air  Lines,  Inc., 


Docket  No. 


3605  ct  al. 


It  is  hereby  agreed  by  the  undersigned  that  the  follow¬ 
ing  documents  shall  by  this  reference,  be  incorporated  into 
and  considered  as  part  of  the  record  in  the  above-entitled 
proceeding : 

1.  The  Official  Guide  of  the  Airways  for  each  month 
prior  to  and  including  April  1943;  the  Universal 
Airline  Schedules  for  each  month  from  April  1943 
to  and  including  September  1944;  the  American 
Aviation  Air  Traffic  Guide  for  each  month  from 
October  1944  to  and  including  August  1948;  and  the 
Official  Airline  Guide  for  each  month  prior  to  the 
final  decision  of  the  Board  in  this  proceeding; 


Stipulation. 


All  schedules  and  amendments  thereof,  and  all  tariffs 
and  amendments  thereof  (including  superseded 
schedules  and  tariffs)  of  all  carriers,  on  file  with  the 
Board  prior  to  the  final  decision  of  the  Board  in  this 
proceeding;  j 


The  Official  Steamship  and  Airways  Guide,  Inter¬ 
national,  for  each  month  prior  to  the  final  decision 
of  the  Board  in  this  proceeding; 


The  Official  Guide  of  the  Railways  and  Russell’s 
Official  National  Motor  Coach  Guide  for  each  month 
prior  to  the  final  decision  of  the  Board  in  this  pro¬ 
ceeding  ;  I 


Mileage  Booklets  Nos.  1  and  2  issued  by  the  Eco¬ 
nomic  Bureau,  Civil  Aeronautics  Board,  and  any 
revisions  or  additions  issued  prior  to  the  final 
decision  of  the  Board  in  this  proceeding; 

! 

Airline  Traffic  Surveys  for  September  1946,  March 
1947,  September  1947,  March  1948,  September  1948, 
and  March  1949,  and  for  subsequent  periods,  officially 
released  or  made  available  to  the  public  by  the  Civil 
Aeronautics  Board  prior  to  the  final  decision  of  the 
Board  in  this  proceeding; 

The  passenger,  cargo,  and  mail  traffic  volume  data 
submitted  on  Forms  2787  and  278S  to  the  Board  by 
the  certificated  air  carriers  for  the  months  of  Sep¬ 
tember  1949,  and  March  and  September  1950,  and 
for  any  subsequent  months  prior  to  the  final  decision 
of  the  Board  in  this  proceeding; 

j 

Monthly  reports,  Forms  23S0  and  27S0,  for  each 
month  through  December  1946,  and  monthly  and 
quarterly  reports,  Forms  41  and  41  (a),  filed  with 
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Stipulation. 

the  Board  by  all  carriers  prior  to  the  final  decision 
of  the  Board  in  this  proceeding; 

December  15,  1950. 


Eustace  Seligman, 

Counsel  for  Robert  Lehman,  Joseph 
A.  Thomas  and  Frederick  L. 
Ehrman 

C.  Edward  Leasure, 

Counsel  for  Continental  Air  Lines, 
Inc. 

Richard  A.  Fitzgerald, 

Counsel  for  National  Airlines,  Inc. 

H.  Don  Reynolds, 

Counsel  for  Pan  American  World 
Airways,  Inc. 

William  F.  Kennedy, 

John  W.  Simpson, 

Public  Counsel. 
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[230] 


Transcript  of  Hearing.* 


United  States  of  America. 
CIVIL  AERONAUTICS  BOARD. 
Washington,  D.  C. 


In  the  Matter 

of 

Interlocking  relationships  under  Sec¬ 
tion  409(a)  of  the  Civil  Aeronautics 
Act  of  1938,  as  amended,  involving : 

Robert  Lehman 
Joseph  A.  Thomas 
Frederick  L.  Ehrman 
Pan  American  World  Airways, 
Inc. 

National  Airlines,  Inc. 
Continental  Air  Lines,  Inc. 


Docket  No.  3605. 


Room  A, 

Inter-Departmental  Auditorium, 
Washington,  D.  C. 

Monday,  December  11,  1950. 

The  above-entitled  matter  came  on  for  hearing,  pursu¬ 
ant  to  notice,  at  10:00  o’clock  a.  m. 

Before:  ! 

Herbert  K.  Bryan,  Examiner. 


*  This  transcript  is  complete  except  for  certain  colloquies  of  counsel  which 
have  been  omitted  in  deference  to  this  Court’s  opinion  in  Bldlce  v.  Trainer , 
79  U.  S.  App.  D.  C.  362;  148  F.  (2)  10,  12  (1945). 
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Transcript  of  Hearing. 

Appearances : 

Eustace  Seligman,  4S  "Wall  Street,  New  York,  New 
York; 

Frederick  L.  Ehrmax,  1  William  Street,  New  York, 

New  York,  and  * 

G.  Robert  IIexry  and  Victor  S.  Netterville,  904  Kass 

Building,  Washington,  D.  C.,  appearing  on  behalf 
of  Lehman  Brothers. 

H.  Dox  Reynolds  and  David  L.  Steege,  135  East  42nd 

Street,  New  York,  New  York,  appearing  on  behalf 
of  Pan  American  World  Airways,  Inc. 

John  W.  Cross,  Richard  A.  Fitzgerald,  and  John 
Hartshorn,  1625  K  Street,  Northwest,  Washing¬ 
ton,  D.  C.,  appearing  on  behalf  of  National  Air¬ 
lines,  Inc. 

C.  Edward  Leasure,  151S  K  Street,  Northwest,  Wash¬ 
ington,  D.  C.,  appearing  on  behalf  of  Continental 
Air  Lines,  Inc. 

[231]  Joseph  A.  Thomas,  Old  Brookville,  New  York, 
appearing  pro  se. 

William  E.  Hanna,  Jr.,  B-69,  Operations  Division, 

Civil  Aeronautics  Board. 

William  F.  Kennedy  and 

John  W.  Simpson,  Public  Counsel. 


[233]  Mr.  Kennedy: 

Secondly,  Mr.  Examiner,  on  the  subject  of  Exhibit 
PC-222,  that  exhibit  was  circulated  to  all  counsel  and  we 
informally  requested  Mr.  Seligman  to  stipulate  the  accu¬ 
racy  of  it;  subject,  of  course,  to  any  objections  that  he 
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Transcript  of  Hearing. 

cared  to  make  as  to  relevancy.  Mr.  Seligman  has  been 
kind  enough  to  do  that,  subject  to  certain  corrections  which 
he  has  transmitted  to  me  in  a  letter  dated  November  10, 
1950.  I  can  read  these  corrections  into  the  transcript  at 
this  stage,  or  I  can  have  them  reproduced  as  Exhibit 
PC-222- A,  whichever  you  think  better. 

Examiner  Bryan:  Are  they  extensive? 

Mr.  Kennedy:  No,  they  are  not  extensive. 

Examiner  Bryan:  IIow  many  are  there;  about  half  a 
dozen  ? 

Mr.  Kennedy:  Yes,  about  half  a  dozen. 

Examiner  Bryan:  You  may  read  them  into  the  record, 
then. 

Mr.  Kennedy :  These  are  corrections  to  Exhibit  PC-222, 
supplied  by  counsel  for  Messrs.  Lehman,  et  al,  in  a  letter 
dated  November  10,  1950. 

I 

Perhaps  we  could  just  have  the  reporter  copy  them 
verbatim  from  the  letter.  That  might  be  more  convenient. 

Examiner  Bryan:  Read  them  so  that  the  parties  can 
make  the  corrections. 

[234]  Mr.  Kennedy:  Yes. 

On  page  3  of  the  exhibit,  referring  to  the  American 
Potash  and  Chemical  Corporation,  this  was  competitive 
bid,  the  seller  being  the  Alien  Property  Custodian. 

Mr.  Simpson  calls  my  attention  to  the  fact  that  on  page 
3  there  are  two  issues  by - 

Mr.  Seligman:  This  refers  to  the  first  one? 

Mr.  Kennedy:  It  refers  to  the  first  one. 

Then  on  page  9,  the  Radio-Keith-Orpheum  Corporation, 
Mr.  Ehrman  resigned  as  a  director  May  IS,  1950. 

On  page  11,  Pan  American  Airways  Corporation,  the 
date  of  dissolution  is  December  31,  1949. 

On  page  11,  Consolidated  Vultee  Corporation,  Mr.  Cal- 
lerv  resigned  November  20,  1947.  He  did  not  become  a 
partner  at  Lehman  Brothers  until  January  1,  1950. 

On  page  13,  the  Dayton  Rubber  Manufacturing  Com¬ 
pany,  Mr.  Mazur  was  elected  a  director  March  20,  1946  and 
resigned  June  21,  1950. 
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On  page  13,  Gar  Wood  Industries,  Mr.  Callery  did  not 
become  a  partner  of  Lehman  Brothers  until  January  1, 
1950. 

We  have  the  same  notation  with  respect  to  Gar  Wood 
Industries  on  page  14. 

Page  15,  C.  I.  T.  Financial  Corporation,  Mr.  Hertz 
never  was  a  director,  but  Eobert  Lehman  was  elected  a 
director  November  26,  1946. 

•  ••••• 


[241]  Eobert  Lehzviax  was  called  as  a  witness  on  behalf 
of  the  Civil  Aeronautics  Board  and,  having  been  first  duly 
sworn,  was  examined  and  testified  as  follows: 

Direct  examination  by  Mr.  Kennedy: 

Q.  Mr.  Lehman,  you  are  a  member  of  the  firm  of  Leh¬ 
man  Brothers,  is  that  correct?  A.  Yes. 

Q.  And  Lehman  Brothers  is  a  partnership  engaged  in 
the  investment  banking  business?  A.  Yes. 

Q.  How  long  have  you  been  a  member  of  that  firm? 
[242]  A.  The  record  will  show. 

Q.  Eoughly.  A.  It  must  be  over  20  years. 

Q.  Over  20  years?  A.  Yes,  20  to  25  years. 

Q.  Are  you  the  senior  member  of  the  firm?  A.  I  am 
not  the  senior  in  age,  but  I  suppose  I  am  the  most  active 
of  the  older  partners. 

Q.  And  without  going  into  the  amount  at  all,  is  yours 
the  largest  proportionate  interest  in  the  firm?  A.  Yes. 

Q.  Could  you  tell  us  a  little  bit,  Mr.  Lehman,  about  how 
the  affairs  of  the  Lehman  firm  are  managed?  How  do 
they  make  decisions  on  matters  that  are  of  interest  to  the 
firm  as  a  whole?  A.  That  is  a  very  broad  question  and 
I  don’t  think  it  is  very  easy  to  describe  that.  They  are 
managed  just  as  all  partnerships  of  that  type  are,  in  gen¬ 
eral.  We  work  as  a  partnership,  and  each  individual  has 
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his  own  time  at  his  disposal.  We  don’t  regiment  any 
one.  We  work  as  a  very  loose  partnership.  Each  member 
really  is  free  to  do  the  things  that  he  wants  to. 

Q.  On  matters  of  general  firm  interest,  I  take  it  that 
before  decisions  are  made  there  is  a  discussion  among  all 
the  partners  in  the  firm,  or  all  that  are  available;  is  that 
correct?  A.  That  depends  on  what  decisions.  If  they  are 
major  decisions  of  firm  policy,  'where  it  'would  be  of  great 
importance,  yes;  otherwise,  no. 

[243]  Q.  Let’s  cover  the  “otherwise”  for  a  moment. 
What  happens  in  the  otherwise  situations?  A.  Each  part¬ 
ner  is  free  to  lead  his  own  life  and  has  his  own  activities. 
As  I  say,  we  work  as  a  partnership  and  we  work  as  indi¬ 
viduals. 

Q.  In  these  matters  of  firm  policy  that  come  before  the 
members  of  the  firm,  does  each  partner  have  an  equal  vote  ? 
A.  Any  partner  who  wants  to  have  his  say  is  free  to  speak, 
but  we  have  never  come  to  that  point  where  there  has  ever 
been  any  question  of  that  type. 

Q.  You  never  have  come  to  the  point  where  differences 
apparently  being  irreconcilable,  you  have  taken  a  vote  and — 
A.  We  have  had  differences,  but,  evidently  in  the  past  up 
to  the  present,  we  have  been  able  to  get  along  either  by 
postponing  action  or  taking  no  action,  or  work  so  that  even 
the  majority  or  the  minority  might  be  agreeable.  We  have 
never  counted  hands  in  that  way  for  any  major  matter.  1 

Q.  Have  you  ever  counted  hands  at  all?  A.  I  can’t 
remember. 

Q.  In  general,  if  a  matter  is  of  interest,  say,  to  you  and 
to  Mr.  Thomas,  your  first  course  of  action  would  be  to  dis¬ 
cuss  it,  the  two  of  you,  I  take  it;  is  that  correct?  A.  If  a 
matter  is  of  interest - 

Q.  To  you  and  to  Mr.  Thomas.  A.  That  depends  on  the 
type  of  matter  that  you  are  referring  to.  If  it  is  a  matter 
where  the  firm  is  doing  financing  and  it  is  of  a  large  finan¬ 
cial  responsibility  to  the  firm,  naturally,  we  would.  If 
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there  is  any  matter  in  [244]  which  the  firm  is  directly 
interested,  yes,  in  the  way  of  financing  or  similar  matters. 

Q.  And  if  you  and  Mr.  Thomas  arrived  at  some  disagree¬ 
ment  or  expressed  disagreement  with  each  other  on  some 
subject  of  that  sort,  how  would  you  resolve  the  difference? 
A.  We  probably  would  each  travel  our  own  course. 

Q.  Suppose  it  was  a  situation  where  you  could  not  do 
that?  A.  I  don’t  know  of  any  that  has  come  up  where  you 
couldn’t  do  that.  I  know  of  some  that  have  come  up  where 
we  did  it,  where  we  did  travel  our  own  course. 

Q.  Mr.  Lehman,  in  your  exhibits,  or  in  the  exhibits  sup¬ 
plied  on  behalf  of  you  and  your  partners,  there  are  certain 
securities  which  are  shown  as  being  held  in  the  firm  name. 
I  don’t  want  to  go  into  detail  on  that  subject,  but  might  I 
ask  you  what  the  interest  of  the  partners  is  in  securities 
held  in  the  firm  name?  A.  That  would  vary  with  the  situa¬ 
tion.  The  reason  for  holding  securities  in  the  firm  name 
would  be  for  convenience,  so  that  they  could  be  sold  and 
the  name  changed,  signatures,  and  so  on,  without  the  part¬ 
ner  or  the  individual  owner  being  present.  That  would 
apply  to  customers  in  many  cases  as  well. 

Mr.  Seligman:  Mr.  Examiner,  I  don’t  think  Mr. 
Kennedy’s  question  was  quite  clear. 

Mr.  Lehman  understood  by  that,  not  being  famil¬ 
iar  with  these  documents,  that  you  were  talking  about 
securities  the  record  ownership  of  which  is  Lehman 
Brothers  when  you  said  “in  the  firm  name.”  I  think 
what  you  really  meant  to  [245]  ask  was  about  securi¬ 
ties  owned  by  the  firm  beneficially,  did  you  not? 

Mr.  Kennedy:  That  is  right. 

By  Mr.  Kennedy: 

Q.  Mr.  Lehman,  the  exhibit  I  referred  to  is  Exhibit  8, 
page  1.  If  Mr.  Seligman  could  show  that  to  you,  I  think 
that  would  be  a  help.  A.  I  think  I  understand  the  question. 
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Depending  on  the  change  of  partnership  interests  it 
would  he  a  question  of  proportionate  interest  in  that  hold¬ 
ing,  depending  on  the  time  the  man  came  into  the  firm  and 
whether  or  not  he  bought  that  interest  or  assumed  responsi¬ 
bility  for  that  particular  security. 

Does  that  make  it  clear? 

Q.  Well,  I  wanted  to  go  into  it  a  little  more.  In  general, 
when  securities  are  held  in  the  firm  name,  for  example,  divi¬ 
dends  earned  on  those  securities  are  divided  among  the 
partners  in  the  same  proportions  as  other  income  of  the 
firm  is  divided;  is  that  correct?  A.  That  depends  upon  the 
interest  of  the  individual.  Certain  individuals  may  enter 
the  firm  as  of  last  year  or  some  certain  year,  and  they  would 
not  have  an  interest  in  certain  securities  held  by  the  firm, 
which  might  still  be  held  intact. 

Q.  But  as  between  two  individuals  who  are  members  of 
the  firm  and  who  had  specified  proportionate  interests  at 
the  time  the  securities  were  acquired?  A.  That  is  true.  ! 

Q.  Earnings  on  the  securities,  whether  in  the  form:  of 
[246]  earnings  from  dividends  or  earnings  in  connection 
with  the  sale  of  securities,  would  be  divided  in  the  same 
way  as  other  firm  income;  is  that  right?  A.  That  is  true. 

Q.  I  might  say,  further,  that  I  assume  that  upon  dis¬ 
solution  of  the  partnership,  the  securities  would  be  divided 
in  the  same  way  that  other  property  of  the  partnership 
would  be  divided,  in  accordance  with  the  proportionate 
interest.  Is  that  correct?  A.  Either  divided  or  a  financial 
accounting  made.  j 

Q.  )lr.  Lehman,  could  you  tell  us,  in  general,  the  sources 
of  income  of  Lehman  Brothers?  Just  what  are  the  sources 
of  income?  How  does  it  make  its  money?  A.  In  various 
ways.  We  are  in  the  security  business  primarily.  We  are 
members  of  the  Stock  Exchange,  and  through  commissions, 
through  fees,  special  fees,  like  management  of  Lehman 
Corporation ;  through  municipal  department  financing, 
which  is  state  and  municipal  financing;  through  the  com¬ 
petitive  bidding  on  public  utilities,  and  some  privately- 
owned,  negotiated  public  utility  companies;  through  the 
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industrial  department,  which  has  a  special  service  for  cer¬ 
tain  companies.  In  a  general  way,  I  think  that  covers  it. 

Q.  Did  I  understand  you  to  say  that  the  primary  source 
of  income  for  Lehman  Brothers  are  profits  in  connection 
with  the  underwriting  of  securities?  A.  No.  That  is  not 
the  primary  profit.  There  is  no  way  of  telling  from  year 
to  year  what  the  profits  from  various  interests  will  be. 
Since  the  last  12, 15  years,  the  [247]  underwriting  business 
has  become  a  rather  comparatively  unprofitable  business. 

Q.  That  underwriting  business  would  still,  however, 
account  for  a  substantial  portion  of  your  income,  would  it 
not?  A.  Substantial  portion  of  the  activity,  but  not  a 
major  portion  of  the  income;  although  a  substantial  por¬ 
tion,  yes. 

Q.  You  also  receive  fees  from  time  to  time  in  connection 
with  working  on  the  financial  details  and  arrangements  in 
connection  with  mergers  or  consolidations?  A.  Yes. 

Q.  Do  you  sometimes  earn  income  in  connection  with 
dealings  in  securities?  I  don’t  mean  commissions  in  deal¬ 
ing  with  securities  for  customers,  but  dealing  in  securities 
for  your  own  account.  A.  Yes. 

Q.  And  you  have  dividend  income  from  time  to  time 
from  those  securities?  A.  Yes. 

Q.  In  some  cases,  did  I  understand  you  to  say  that  you 
receive  income  just  for  giving  financial  advice  to  corpora¬ 
tions?  A.  It  is  more  industrial  advice.  We  have  some 
people  who  are  industrial  people  and  study  from  the  indus¬ 
trial  point  of  view. 

Q.  Is  it  correct  that  ordinarily  compensation  for 
financial  advice  is  tied  in  with  compensation  for  perform¬ 
ance  of  services  as  an  underwriter?  Is  that  the  general 
situation?  [248]  A.  No. 

Q.  Perhaps  I  am  not  clear.  In  some  cases  you  give 
financial  advice  to  a  company  and  then  end  up  as  the  man¬ 
ager  of  a  syndicate  of  underwriters  for  that  company,  do 
you?  A.  I  think  that  if  a  firm  is  underwriting,  there  might 
be  times,  possibly  rarely,  where  the  company  would  want 
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to  ask  the  underwriter  what  they  thought  of  a  financial 
setup.  But  that  would  also  be  a  matter  of  an  individual 
case  and  it  is  not  the  usual  thing.  The  company  decides 
what  they  want,  as  a  rule. 

Q.  In  most  instances,  you  don’t  ordinarily  receive  com¬ 
pensation  separately  for  the  advice?  A.  No,  we  do  not. 

Q.  Your  compensation  is  solely  as  the  manager  of  a 
syndicate,  is  that  correct?  A.  We  receive  compensation 
for  underwriting. 

Q.  Are  there  other  cases,  however,  where  you  have 
received  compensation  just  for  the  advice,  as  distinguished 
from  the  compensation  for  the  performance  of  services  as 
an  underwriter?  A.  I  don’t  remember  any.  That  is  just 
financial  advice? 

Q.  Yes.  A.  That  does  not,  of  course,  include  talking 
about  mergers  and  things  of  that  kind.  It  is  very  difficult 
to  give  you  a  “yes”  or  “no”  on  that  without  misleading 
you.  j 

Q.  No.  I  was  treating  the  merger  situation  as  a  sepa¬ 
rate  category.  [249]  A.  You  might  construe  it  financial 
advice,  but  it  depends  on  what  construction  you  put  upon  it. 

Q.  I  was  treating  the  merger  situation  as  a  separate 
category,  and  I  think  the  record  is  clear  on  that. 

Is  each  partner’s  share  of  the  profits  in  an  under¬ 
writing  the  same  as  his  share  in  everv  other  item  of  income 
of  a  firm,  or  does  his  shares  in  the  profits,  the  underwriting 
profits,  vary  from  case  to  case?  A.  Generally  speaking, 
each  person’s  share  is  the  same  proportionately,  right 
through. 

Q.  Are  there  cases  where  a  partner  gets  a  little  more 
money  than  he  would  otherwise,  or  a  little  larger  share 
because  he  originated  the  business  or  worked  on  it?  A.  No, 
not  as  a  general  rule. 

Q.  There  are  some  cases,  however?  A.  We  try  to  avoid 
that.  That  would  make  for  competition  within  our  own 
firm.  We  try  to  avoid  it  as  a  matter  of  policy,  I  don’t 
remember  of  any  cases. 
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Q.  You  don’t  recall  any  such  cases?  A.  No. 

Q.  Mr.  Hertz  testified,  I  believe,  that  the  firm  held 
luncheons  generally  each  week.  Is  that  correct?  A.  Yes. 
But  we  have  a  dining  room  and  so  we  are  naturally  going 
to  eat  there.  We  do  have  meetings  of  the  firm  or  partners 
informally  on  Mondays,  if  it  is  possible  and  convenient  to 
attend;  but,  otherwise,  we  do  eat  together  and  have  guests 
there,  too. 

Q.  This  dining  room  is  in  the  Lehman  Brothers  build¬ 
ing  at  1  William  Street  ?  [250]  A.  Yes.  It  is  in  our  office. 

Q.  Taking  up  first  the  subject  of  these  Monday  meet¬ 
ings,  as  a  general  proposition,  the  partners  of  the  firm 
try  to  make  it  a  point  to  be  at  those  meetings,  do  they?  A. 
If  convenient,  ves. 

Q.  And  these  meetings  are  at  lunch,  did  you  say,  Mr. 
Lehman?  A.  During  lunch. 

Q.  What  sorts  of  matters  are  taken  up  at  these  lunch¬ 
eons?  A.  General  policy  matters. 

Q.  Could  you  break  that  down  a  little  bit  more?  A. 
Matters  of  important  financial  interest  to  the  firm,  or 
matters  that  we  think  should  come  up  before  the  partner¬ 
ship.  It  is  very  hard  to  define  because  sometimes  we  don’t 
discuss  business  at  these  meetings.  We  get  on  to  other 
subjects  entirely.  They  are  very  informal  meetings,  but 
we  try  to  keep  each  other  advised  in  that  way  rather  than 
have  meetings  right  on  it. 

Q.  In  general,  at  these  meetings,  Mr.  Lehman,  would 
you  discuss  the  affairs  of  companies  of  which  one  or  more 
partners  might  be  directors?  A.  No,  wo  do  not.  We  don’t 
discuss  the  affairs  of  companies  at  those  meetings  in  that 
way.  Naturally,  if  I  am  a  director  of  a  company  and  a 
client  asks  me  how  the  company  is  doing,  or  one  of  my 
partners  would  ask  me  how  X  Company  is  doing,  just  as 
I  would  say  to  any  other  client,  as  long  as  it  wasn’t  infor¬ 
mation  that  was  confidential  and  shouldn’t  be  disclosed, 
we  would  answer.  But  that  isn’t  the  [251]  general  subject 
and  does  not  come  up,  as  a  rule.  I  don’t  remember  that 
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question  having  been  answered,  as  far  as  I  can  remember, 
of  any  company  that  was  a  publicly-owned  company. 

Q.  Take  a  specific  instance.  Take  National  Airlines. 
Have  the  affairs  of  National  ever  been  discussed  at  these 
luncheons?  A.  That  is  a  very  broad  question  aghin. 
National  Airlines,  if  we  are  interested  in  financing,  would  be 
brought  up,  if  there  was  some  financing  of  some  kind  that 
the  firm  was  interested  in.  But  the  affairs  generally  of 
these  companies  are  not  brought  up.  As  a  matter  of  policy, 
we  don’t  bring  up  the  affairs  before  other  partners  because 
there  are  partners  on  competing  merchandising  companies. 
We  act  as  individuals  and  not  as  a  partnership  in  those 
cases  if  a  man  is  apt  to  be  on  the  board.  There  are  general 
questions  that  might  come  up,  just  as  they  might  come  up 
from  an  outside  individual.  Naturally,  we  would  answer 
them  as  we  would  any  individual. 

Q.  I  take  it,  first,  that  we  are  clear  that  you  do  discuss 
proposed  financing  that  is  under  way  for  a  company?  A. 
Anything  of  importance;  that  is,  of  importance  financially 
or  any  important  risk  of  underwriting,  merger,  or  any¬ 
thing  of  that  kind. 

Q.  You  could  discuss  a  merger  of  a  company?  A.  Any 
important  merger  or  underwriting,  yes;  if  a  merger  is 
contemplated,  that  is. 

Q.  Would  you  discuss  matters  of  how  the  company  was 
getting  along  generally,  whether  its  current  profit  and  loss 
[-52]  statements  were  satisfactory?  A.  No,  we  don’t  as  a 
general  rule.  I  don’t  remember  of  any  individual  cases 
where  we  have.  We  wouldn’t  have  time  to. 

Q.  Without  going  into  what  the  discussion  might  have 
been,  would  you  discuss  National’s  labor  difficulties,  for 
example;  or  did  you  discuss  National’s  labor  difficulties  in 
the  1948  period?  A.  I  imagine  the  matter  of  the  general 
topic  of  the  strike  of  an  airplane  company  might  come  up. 
We  have  always  been  flying  National  down  south,  and  that 
might  have  come  up  as  a  general  topic,  but  not  as  a  busi¬ 
ness  matter.  In  no  way  was  it  discussed  as  a  matter  of 
business. 
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Q.  Do  you  recall  whether  it  did  come  up  as  a  general 
topic?  A.  No,  I  do  not. 

Q.  Apart  from  underwritings  which  you  might  be  doing 
or  contemplating  doing  for  a  company,  and  apart  from  con¬ 
templated  mergers,  would  you  ever  take  up  at  these  firm 
luncheons  the  affairs  of  companies  that  came  before  you, 
as  a  director  of  the  company?  A.  I  don’t  understand  the 
question. 

Q.  For  example,  you  are  a  director  of  a  number  of  com¬ 
panies  here.  Take  one  of  them  just  casually,  the  May 
Department  Stores  Company.  Certain  matters  come  before 
you  as  a  director  of  that  company.  Would  you  ever  discuss 
those  matters  at  these  firm  luncheons?  A.  By  all  means 
not,  unless  it  had  something  to  do  pertaining  to  the  firm’s 
interest  as  underwriting  or  merger.  [253]  That  is  a 
trusteeship,  and  we  consider  our  directorships  as  a  con¬ 
fidential  trusteeship. 

Q.  Apart  from  discussions  which  may  take  place  at 
these  luncheons,  do  your  partners  ever  discuss  with  you 
informally  matters  which  come  before  the  boards  of  com¬ 
panies  in  which  you  are  a  director  or  in  which  they  may 
be  a  director?  A.  No,  they  do  not. 

Q.  Would  it  be  correct  to  say,  Mr.  Lehman,  that  your 
firm  had  for  some  time  a  special  interest  in  the  aviation 
business?  A.  Yes.  I  think  we  were  the  first  large  house 
that  became  interested  in  aviation,  took  a  financial  interest 
in  it,  and  sold  securities  to  the  public  in  a  large  way;  way 
back  in  1928  or  ’9 — ’28,  I  think  it  was. 

Q.  And  you  personally  have  always  had  a  very  active 
interest  in  aviation?  A.  Yes. 

Q.  I  take  it  you  are  a  pilot,  are  you?  A.  No.  I  have 
had  a  license,  but  it  has  lapsed. 

Q.  You  have  had  a  license  as  a  pilot?  A.  Yes. 

Q.  And  you  own  your  own  plane?  A.  Yes. 

Q.  Has  any  partner  or  employee  of  Lehman  Brothers 
ever  sat  in  for  you  at  a  directors’  meeting  of  the  company 
of  which  vou  are  a  director?  A.  Not  that  I  remember. 
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Q.  Has  any  partner  or  employee  of  Lehman  Brothers 

[254]  ever  accompanied  you  to  a  directors’  meeting  and 
attended  it  with  you?  A.  I  don’t  think  so. 

Mr.  Seligman :  Mr.  Examiner,  may  I  interrupt  a 
second? 

I  think  that  question,  perhaps  unintentionally,  is 
a  little  confusing,  because  there  are  some  cases 
where  a  partner  was  a  fellow-director. 

Mr.  Kennedy:  Apart  from  such  cases.  i 

Mr.  Seligman:  Do  you  mean  to  exclude  that? 

Mr.  Kennedy:  Yes. 

The  Witness:  I  mean  to  exclude  that,  yes;  I 
don’t  remember  any  associate  or  employee  attending 
any  directors  ’  meetings  with  me.  I  remember  bring¬ 
ing  up  an  assistant  with  me,  who  probably  was  mot 
a  partner,  in  the  case  I  remember,  where  we  dis¬ 
cussed  with  the  head  of  the  company  prospective 
financing.  In  that  way,  naturally,  I  would  go  up  and 
would  be  accompanied  by  my  associate. 

i 

By  Mr.  Kennedy:  I 

Q.  This  would  not  be  a  formal  directors’  meeting  but  an 
informal  session  with  the  officer?  A.  At  the  officer’s  invi¬ 
tation. 

Q.  Apart  now  from  the  question  of  employees,  has  any 
partner  accompanied  you  to  a  directors’  meeting  in  a  case 
where  he  was  not  also  a  director?  A.  Only  where  the  part¬ 
ner  is  himself  a  director. 

Q.  Mr.  Lehman,  would  you  tell  us  a  little  bit  about  the 
organization  and  functions  of  the  Industrial  Department 
in  Lehman  Brothers?  How  is  it  set  up  and  what  does  it 
do?  A.  It  -was  really  set  up  originally  as  a  training 

[255]  medium  for  young  men  who  come  out  of  business 
school  and  want  to  get  into  the  financial  type  of  business 
that  we  are  in.  It  is  supervised  by  men  of  experience  in 
that  type  of  matter,  and  they  would  be  working  on  statistics, 
try  to  get  new  business  for  us,  and  so  on. 
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Q.  "Would  they  prepare  for  you  from  time  to  time  studies 
of  companies  in  which  you  had  an  interest  of  one  sort  or 
another?  A.  Yes.  They  are  more  apt  to  prepare  studies 
on  companies  in  which  we  might  have  a  prospective  inter¬ 
est.  That  is  really  its  main  function:  to  act  in  a  sense  as 
an  engineering  firm  might  give  one  a  report  on  a  company 
which  is  not  very  well  known,  where  the  facts  are  not  gen¬ 
erally  known,  where  we  want  to  investigate. 

Q.  The  prospective  interest  you  referred  to,  the  pro¬ 
spective  interest  of  Lehman  Brothers,  would  be  that  of  a 
possible  investor  or  possible  underwriter  ?  A.  Possible  sale 
to  the  public  or  possible  investor,  that  is  right. 

Q.  Does  this  industrial  department  have  a  stable  group 
of  personnel  or  certain  people  assigned  to  it  for  a  substan¬ 
tial  period  of  time  ?  A.  Of  course,  they  come  and  go.  We 
try  to  get  young  men  every  few  years  to  take  the  place  of 
men  who  have  left  to  go  into  other  positions.  A  good  many 
of  them  have  gotten  other,  better  positions  through  their 
experience. 

Q.  In  general,  a  man  is  not  assigned  to  the  Industrial 
Department  just  for  one  job,  or  for  one  study;  he  stays 
there  for  a  period  of  time  and  works  on  a  number  of 
matters;  [256]  is  that  correct?  A.  As  a  rule,  yes.  He  may 
stay  there  several  years  or  more. 

Q.  Would  the  Industrial  Department  prepare  for  you 
studies,  for  example,  as  to  the  feasibility  of  contemplated 
mergers  of  companies  in  which  you  are  interested?  A.  If 
we  called  upon  them  to,  they  would. 

Q.  And  they  have  done  that?  A.  If  they  have  time. 
I  don’t  remember  of  cases  where  they  have  done  it,  but  they 
would  be  free  to  do  it. 

Q.  Does  the  Industrial  Department,  from  time  to  time, 
furnish  advice  directly  to  companies  outside  of  Lehman 
Brothers  ?  A.  Xot  as  a  department,  no.  There  might  be 
an  individual  who  happens  to  get  the  confidence  of  some 

c  a  ,  o  m  a  ^  give  advice  in  that  way;  but  not  directly 


159 


Robert  Lehman,  for  Civil  Aeronautics — Direct. 

as  a  department.  It  is  for  the  service  of  the  firm,  just  as 
any  engineering  firm  would  be  available. 

Q.  Is  the  Industrial  Department  staffed  with  people  who 
have  competence  in  engineering  and  production  matters  land 
matters  of  that  sort?  A.  No,  they  are  not,  generally.  They 
are  people  who  have  experience  in  financial  matters  and 
matters  pertaining  more  to  our  business. 

When  I  mentioned  an  engineering  firm,  I  say  that  because 
engineering  firms  like  Sanderson  &  Porter  and  that  type 
of  firm  make  financial  stuuies  for  mergers,  and  so  on.  They 
don’t  have  to  be  technical  engineers,  but  they  are  indus¬ 
trially  experienced  men. 

[257]  Q.  The  principal  emphasis,  though,  in  the  way  of 
background  of  the  personnel  of  the  Industrial  Department 
would  be  on  the  financial  side  ?  A.  Probably,  yes. 

Q.  Mr.  Lehman,  generally,  where  a  company  of  which 
you  are  a  director  proposed  to  issue  securities,  or  perhaps 
requires  help  in  working  out  the  financial  arrangements 
for  a  merger,  you,  as  a  director  of  that  company,  would 
try  to  get  that  business  for  Lehman  Brothers,  would  you 
not?  A.  If  I  consistently  could,  yes.  I  am  interested 
in  Lehman  Brothers  and  if  there  was  no  disadvantage  to 
the  issuing  company,  or  the  company  on  which  I  sat  as  a 
director,  I  naturally  would  try  to,  if  it  was  ethical  to  do  so, 
I  would  naturallv  trv  to  get  the  business  for  mv  firm. 

Q.  In  what  cases  would  it  be  unethical  or  to  the  dis¬ 
advantage  of  the  company?  Just  what  sort  of  situations 
would  they  be?  A.  If  there  were  an  offer  made  which  I 
thought  was  so  good  that  others  would  not  want  to  compete 
in  any  way  or  make  any  suggestion,  if  I  thought  some  com¬ 
pany  was  making  such  a  good  deal  with  the  company  that  it 
ought  not  in  any  way  be  deferred,  it  ought  to  be  immediately 
accepted — it  is  very  hard  to  define  that.  But,  I  think,  in 
general,  I  would  say  that  where  consistent  with  my  duties 
as  a  director  trustee,  I  would  naturally  try  to  get  an  interest 
for  my  firm  because  I  am  interested  in  the  firm  financially 
and  otherwise.  I 
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Q.  Could  we  put  it  this  way,  Mr.  Lehman:  Is  it  a  fair 
statement  of  your  testimony  that  unless  there  is  some 

[258]  disadvantage  to  the  company  of  which  you  are 
director,  you  would  make  every  effort  to  get  for  Lehman 
Brothers  the  underwriting  business  of  that  company,  or 
business  in  connection  with  the  arranging  of  merger  or 
consolidation  of  the  company?  A.  Where  it  is  consistent 
with  my  duties  as  a  trustee,  yes. 

Q.  And,  in  general,  it  would  be  consistent  unless  there 
was  some  affirmative  disadvantage  to  the  company  in 
Lehman  Brothers  doing  the  work  for  them?  A.  In  many 
cases  it  would  be.  I  wouldn’t  like  to  say  in  general,  because 
every  case  is  different.  There  are  all  sorts  of  situations 
that  arise. 

Q.  You  would  expect  your  partners  in  the  firm  of 
Lehman  Brothers  to  take  the  same  general  position  with 
respect  to  companies  in  which  they  were  directors,  would 
you  not?  A.  Well,  each  partner  has  to  use  his  own  judg¬ 
ment  as  to  that  matter.  We  don’t  lay  down  any  laws  for 
each  other. 

Q.  I  understand  that.  A.  But  it  is  natural,  when  a 
partner  is  interested  in  a  firm  and  in  the  profits  of  a  firm, 
that,  where  it  is  possible  to  do  so,  he  would  get  business  if 
it  doesn’t  interfere  with  his  duties  as  a  trustee. 

Q.  Mr.  Lehman,  would  you  refer  to  Exhibit  6,  page  1, 
please?  Have  you  read  the  statements  under  heading  one 
of  that  Exhibit  6?  A.  Yes. 

Q.  And  they  are  correct,  to  the  best  of  your  knowledge 

[259]  and  belief?  A.  In  substance,  Richard  Hoyt  was 
actually  the  man — he  is  dead  now,  Dick  Hoyt — but  he  was 
at  that  time  chairman  of  Pan  American,  I  think,  or  chair¬ 
man  of  the  Executive  Committee.  He  is  the  man  who  first 
spoke  to  me  about  coming  on  the  board,  and  selling  our 
interest  to  Pan  American,  undoubtedly  with  the  knowledge 
and  acquiescence — Mr.  Trippe  might  have  been  there,  but 
it  was  on  Hoyt’s  boat  that  this  meeting  took  place. 
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Q.  You  don’t  recall  that  Mr.  Trippe  extended  to  you 
any  invitation  on  his  own  account?  A.  It  was  Mr.  Trippe ’s 
invitation,  and  Mr.  Hoyt  extended  it  also,  because  they 
"were  both — one  was  president  and  the  other  chairman  of 
the  Executive  Committee.  They  were  the  two  senior 
officers. 

Q.  Mr.  Hoyt,  for  the  record,  was  also  a  partner  of 
Hayden,  Stone  &  Company?  A.  He  was  at  certain  times. 
He  was  very  actively  interested  in  aviation  and  w^as  a  chair¬ 
man  of  the  Executive  Committee  or  a  senior  officer  of  :  the 
company. 

Q.  Have  you  been  a  director  of  Pan  American — includ¬ 
ing  in  the  words  “Pan  American”  all  of  the  various  cor¬ 
porate  predecessors  and  successors — continuouslv  since 
1928? 

Mr.  Reynolds:  Just  a  minute.  Including  all  of 
them  is  a  little  bit  confusing  here. 

Mr.  Kennedy:  Perhaps  I  ought  to  rephrase  the 
question. 

By  Mr.  Kennedy: 

Q.  You  have  been  a  director  of  Pan  American  World 
[260]  Airways,  Inc.,  and  its  predecessor  companies,  con¬ 
tinuously  since  192S,  have  you  not?  A.  I  have  been  a 
director  of  the  parent  company,  I  believe,  since  1928,  what¬ 
ever  the  name  might  have  been. 

Q.  You  have  always  been  a  director  of  the  parent  com¬ 
pany?  A.  I  believe  so.  I 

Q.  Have  you  ever  discussed  with  Mr.  Trippe  or  any¬ 
body  else  in  Pan  American  the  possibility  that  you  might 
resign  from  the  Board  of  Pan  American?  A.  I  don’t 
remember  discussing  that  matter  with  Mr.  Trippe  now;  I 
resigned  as  a  member  of  the  Executive  Committee  of  Pan 
American  after  having  served  several  years,  but  I  don’t 
remember  the  subject  ever  having  come  up  with  Mr.  Trippe 
at  all,  as  to  my  resigning  from  the  Board. 


162 


Robert  Lehman ,  for  Civil  Aeronautics — Direct. 

Q.  Did  the  subject  ever  come  up  with  any  officer  or  direc¬ 
tor  of  Pan  American?  A.  I  don’t  remember  in  detail  that 
having  come  up.  There  was  a  time  when  I  might  have 
thought  of  resigning,  for  one  reason  or  other,  but  I  don’t 
think  it  ever  came  up  in  any  formal  discussion  that  I 
remember. 

Q.  AVas  any  suggestion  that  you  retire  or  resign  made 
to  you  by  any  officer  or  director  of  Pan  American?  A. 
There  was  a  time  when  there  was  a  competitive  situation 
between  another  airline,  where  some  of  the  officers  or  an 
officer  might  have  discussed  the  subject,  might  have  dis¬ 
cussed  it  many  times  unbeknown  to  me.  I  wouldn't  know 
that.  But  I  don't  remember  what  the  facts  were.  But 
I  know  there  was  some  thought  in  my  mind  at  the  time  of 
the  matter,  but  [261]  I  can’t  definitely  say  that  I  was  asked 
to  resign  or  the  subject  came  up  in  that  way. 

I  remember  having  discussed  the  matter  with  a  former 
member  of  the  board.  I  wanted  to  find  out  whether  my 
position  was  embarrassing  to  the  company  in  any  way.  I 
remember  that  that  individual  told  me  that  he  thought  I 
should  stay  on  the  board. 

[262]  Q.  Just  so  we  will  be  clear  on  it,  Mr.  Lehman,  no 
officer  or  director  of  Pan  American  ever  suggested  to  you 
at  anv  time  that  vou  might  retire  or  resign  from  the  Board 
of  Pan  American?  A.  Not  that  I  remember,  although  it 
might  have  occurred.  I  remember  the  matter  having  come 
up  in  my  mind,  and  I  talked  the  matter  over  with  Trippe.  I 
am  sure  if  I  did,  he  urged  me  to  stay  on  the  Board. 

Q.  You  certainly  don’t  recall  Mr.  Trippe  in  any  event 
suggesting  that  vou  resign?  A.  It  was  the  reverse.  Mr. 
Trippe  always  has  urged  me  to  stay  on.  There  were  times 
when  I  got  very  busy  and  didn’t  know  that  I  could  attend 
to  the  matters,  being  on  certain  boards. 

Q.  You  referred  to  a  competitive  situation  which  might 
have  occasioned  the  problem.  Could  you  tell  us  what  that 
situation  was?  A.  That  was  a  situation  where  several 
partners  of  mine  were  interested  in  American  Export  Air- 
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lines,  in  fact  were  very  active  in  the  initiation  of  that,  con¬ 
trary  to  my  judgment  and  we  differed.  That  is  one  of  the 
differences  that  we  referred  to  before.  We  differed  very 
vehemently  on  whether  or  not  it  was  good  business  for  the 
American  Overseas  Airlines  to  fly  to  Europe  and  so  on,  but 
each  interest,  that  is,  the  two  or  three  partners  who  might 
have  been  interested  in  that  phase  and  myself  interested 
in  Pan  American,  which  was  competitive  to  it,  went  our 
own  way,  and  the  result  was  that  this  company  was  formed, 
and  you  know  the  results.  You  know  American  Export 
and  the  situation  it  is  in  now.  [263]  That  was  a  case 
where  we  definitely  did  differ,  and  if  we  had  been  regi¬ 
menting  each  other  and  if  there  had  been  the  authority  of 
one  partner  used  against  another,  I  certainly  would  have 
tried  to  get  the  partners  not  to  continue  their  activity  in 
American  Export  Airlines.  We  each  went  our  own  way 
and  followed  our  own  conscience  as  trustees. 

Q.  I  want  to  come  to  that  situation  a  little  bit  later, 
Mr.  Lehman.  I  would  like  to  ask  vou  first,  have  vou  sub- 
scribed  to  the  policy  of  the  Pan  American  management  that 
it  would  be  desirable  that  an  American  flag  carry  that  air 
transportation  and  have  only  one  American  flag  company 
engaged  in  such  transportation?  A.  I  subscribe  to  it  at 
times.  I  certainly  would  at  the  present  time  because  I 
believe  the  proposed  set-up  would  be  a  very  good  one. 
Naturally  a  Pan  American  director  would  like  to  see  Pan 
American  get  all  the  business  they  can. 

Mr.  Seligman :  Mr.  Examiner,  I  am  wondering 
if  the  question  has  anything  to  do  with  the  issues  in 
the  case. 

Examiner  Bryan:  I  don’t  know. 

Mr.  Kennedy:  Perhaps  I  might  defer  the  matter. 
I  had  intended  to  explore  a  little  bit  the  Pan  Ameri- 
can-American  Export  situation  a  little  bit  later.  I 
might  defer  the  subject  until  then  and  perhaps  the 
significance  of  it  will  be  clear  at  that  time. 
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Examiner  Bryan:  All  right. 

Mr.  Reynolds:  I  assume  that  question  and 
answer  will  be  retained  subject  to  objection  later? 

Examiner  Bryan:  That  is  right. 

[264]  Mr.  Kennedy:  Mr.  Examiner,  I  would  like 
to  say  at  this  point  I  don’t  have  any  intention  at  all 
to  go  into  the  merits  of  the  single  company  policy  and 
what  various  and  sundry  people  think  about  that. 

Mr.  Henry:  It  seemed  to  me  that  was  the  ques¬ 
tion  you  were  getting  into. 

Mr.  Kennedy:  Ko,  I  wanted  to  ask  Mr.  Lehman 
what  his  position  was,  but  not  what  the  merits  of  his 
position  were  or  why  he  got  there  or  anything  of  that 
sort.  I  don’t  intend  to  go  into  that  at  all.  I  don’t 
think  that  has  a  bearing  on  this  issue,  although  it 
is  a  very  important  and  interesting  question,  and 
what  various  people,  including  myself,  think  of  it 
is  a  matter  of  record. 

Mr.  Seligman :  It  seems  to  me  the  only  issue  here 
is  that  which  he  answered.  As  the  Director  of  Pan 
American,  he  vigorously  took  that  position  in  oppo¬ 
sition  to  that  of  his  partners.  What  his  policy  rea¬ 
sons  were  I  think  is  secondary. 

Examiner  Bryan:  You  may  proceed. 

Mr.  Kennedy :  I  don ’t  intend  to  go  into  Mr.  Leh¬ 
man ’s  reasons.  I  do  intend  to  ask  him  what  he  did. 

Examiner  Bryan:  Let’s  proceed  to  the  next 
question. 

By  Mr.  Kennedy: 

Q.  You  said,  Mr.  Lehman,  that  you  were  at  one  time  a 
member  of  the  Executive  Committee  of  the  Board  of 
Directors  of  Pan  American.  Can  you  tell  us  what  period 
that  was?  A.  It  was  around  1930  to  ’32,  around  there. 
There  is  a  record  of  it  which  I  can  be  easily  checked  on. 

Q.  In  any  case,  your  best  recollection  is  that  you  were 
not  a  member  of  the  Executive  Committee  of  Pan  Ameri- 
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can  [265]  at  any  time  subsequent  to,  say,  1935?  A.  I  would 
rather  have  that  checked  for  accuracy. 

Q.  You  just  don’t  recall?  A.  It  is  a  matter  of  record. 

Q.  Could  you  tell  us  briefly  what  the  functions  of  that 
committee  were  in  your  time,  Mr.  Lehman?  A.  The  func¬ 
tions  of  an  Executive  Committee  are  usually — that  Execu¬ 
tive  Committee  functioned  very  much  as  others  do,  to  go 
over  the  major  matters  that  were  brought  up  before  the 
Board  and  to  make  such  recommendations  to  the  Board  of 
Directors  as  the  committee  deems  proper.  There  are  all 
sorts  of  business  matters  that  pertain  to  the  company’s 
business  which  come  up  at  those  meetings. 

Q.  Does  it  have  power  to  decide  as  distinct  from  power 
to  recommend  ?  A.  It  has  the  power  in  a  great  many  cases 
to  decide,  but  this  committee  when  I  was  on  it  recommended 
to  the  Board  as  a  rule  on  every  major  matter  and  the  board 
did  not  make  decisions  except  on  recommendation  from  the 
Executive  Committee. 

Q.  Mr.  Lehman,  will  you  turn  to  PA11,  page  2,  please. 
Have  you  ever  seen  this  exhibit  before,  Mr.  Lehman?  A. 
Yes,  I  have. 

7  .  i 

Q.  Did  you  read  the  statement,  the  paragraph  on  page 
2  of  Exhibit  PA11,  which  refers  to  the  value  of  your  advice 
and  services,  particularly  with  regard  to  problems  of 
financing?  A.  Is  that  in  my  statement? 

Q.  It  is  a  statement  of  Pan  American.  I  don’t  mean 
[2661  to  intimate  to  you  that  that  is  your  statement.  A. 
Yes,  I  did. 

Q.  Did  you  see  that  before  it  was  filed?  A.  Yes.  I  saw 
it  I  suppose  it  was  before  it  was  filed.  Our  lawyer  gave  me 
a  copy,  which  I  read  recently  again. 

Examiner  Bryan:  Was  that  before  it  was  filed? 

The  Witness :  I  don ’t  know  whether  Pan  Ameri¬ 
can  sent  me  a  copy  or  not. 

Mr.  Reynolds :  I  think  Mr.  Lehman  has  in  his  mind 
when  the  filing  took  place  on  these. 


166 


Robert  Lehman ,  for  Civil  Aeronautics — Direct . 

Mr.  Kennedy:  Could  you  tell  us  whether  or  not 
it  was  shown  to  Mr.  Lehman? 

Mr.  Reynolds:  To  my  knowledge  it  was  not,  hut 
I  will  be  glad  to  make  a  further  check  and  make  it 
clear  on  the  record. 

Mr.  Kennedy:  If  you  would,  Mr.  Reynolds. 

Mr.  Seligman:  I  can  confirm,  Mr.  Kennedy,  that 
this  was  prepared  by  counsel  for  Pan  American  and 
was  sent  to  me  after  it  was  completed  and  only  after 
that  did  I  show  a  copy  to  Mr.  Lehman.  Unless  Pan 
American  counsel  took  it  up  directly  with  him,  which 
I  should  doubt  very  much,  he  neyer  saw  it. 

Mr.  Kennedy:  Do  you  know  whether  or  not  you 

*  *  w 

saw  it  before  it  was  filed,  Mr.  Seligman? 

Mr.  Seligman:  I  know  I  did  not.  The  answer  is 
no. 

The  Witness:  May  I  correct  something?  When 
I  mentioned  filing,  I  meant  filing  here  recently.  In 
trying  to  determine  the  filing  I  didn’t  know  just  what 
date  the  [267]  filing  was,  but  I  haye  a  copy  of  that 
yery  statement  in  my  pocket  and  that  is  what  1  was 
referring  to.  I  think  I  misunderstood  you. 

O  m> 

Mr.  Kennedy:  Mr.  Lehman’s  testimony  is  that 
he  saw  it  subsequent  to  its  filing  and  prior  to  today. 

By  Mr.  Kennedy : 

Q.  Have  you  given  financial  advice  to  Pan  American’s 
management  from  time  to  time?  A.  I  believe  so,  yes.  I 
have  tried  to,  and  I  think  I  have  done  it  for  a  good  many 
years. 

Q.  Have  you  done  that  in  the  course  of  directors’  meet¬ 
ings?  A.  Yes. 

Q.  And  have  you  done  it  informally  in  discussions  with 
one  or  more  people  in  the  Pan  American  management?  A. 
Yes. 

Q.  Have  you  done  it  specifically  with  Mr.  Trippe?  A. 
Yres,  Mr.  Trippe  and  his  officers. 
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Q.  Have  you  expressed  this  advice  on  your  own  initia¬ 
tive  or  at  the  solicitation  of  Mr.  Trippe  or  other  Pan  Ameri¬ 
can  officers  or  both?  A.  On  the  solicitation  of  Mr.  Trippe 
and  the  officers,  or  on  my  own  or  both? 

Q.  That  is  right.  A.  I  would  say  both.  At  times  I  may 
have  had  ideas  that  I  would  come  to  Mr.  Trippe  with. 

Q.  In  general  have  you  on  the  occasions  when  Pan 
American  has  offered  securities  to  the  public  made  efforts 
to  get  the  underwriting  business  in  connection  with  that 
[26S]  offer  for  Lehman  Brothers?  A.  I  remember  having 
successfullv  tried  once. 

Q.  And  you  have  tried  successfully?  A.  I  have  tried 
at  times,  and  we  have  done  some  financing  for  them. 

Q.  Will  you  turn,  Mr.  Lehman,  to  Exhibit  PA-6,  please? 

Mr.  Seligman :  Which  page  of  PA-6,  Mr. 
Kennedy? 

Mr.  Kennedy:  Page  1  and  the  following  material 
relating  to  the  1940  offer.  i 

By  Mr.  Kennedy :  ! 

Q.  At  the  bottom  of  page  2  of  PA-6,  Mr.  Lehman,  it  is 
indicated  that  the  two  largest  underwriters  in  connection 
with  that  issue  were  Lehman  Brothers  and  G.  M.  P.  Murphy 
&  Company.  I  just  wanted  to  ask  you  one  question  about 
G.  M.  P.  Murphy  &  Company.  That  is  a  firm  which  has 
now  become  a  part  of  Ilornblower  &  Weeks,  is  that  cor¬ 
rect?  A.  Yes. 

Q.  Mr.  E.  0.  McDonnell,  who  is  a  partner  of  Ilornblower 
&  Weeks,  was  at  the  time  of  this  offering  a  partner  of 
G.  M.  P.  Murphy  &  Company?  A.  I  believe  so. 

Q.  He  was  at  that  time  also  a  director  of  Pan  American? 
A.  I  believe  so. 

Q.  Were  you  and  G.  M.  P.  Murphy  &  Company  the 
managers  of  this  in  1940?  A.  I  don’t  remember  definitely, 
but  the  record  will  show  whether  we  were  or  not. 

Examiner  Bryan:  We  will  take  a  five-minute 

i 

recess. 
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[269]  (Brief  recess.) 

Examiner  Bryan:  Are  you  ready  to  proceed? 

By  Mr.  Kennedy: 

Q.  Mr.  Lehman,  I  think  the  record  shows  that  there  was 
an  offering  of  securities  by  Pan  American  in  1945  where 
Lehman  Brothers  didn’t  get  the  business,  and  I  wanted  to 
ask  you  first  if  you  would  look  at  Exhibit  PC-95.  This  is  a 
memorandum  by  Mr.  Ripley.  The  “JPR”  stands  for 
J oseph  P.  Ripley,  and  I  take  it  we  can  agree  that  the  record 
can  show  that  Mr.  Ripley  is  the  head  of  Harriman  Ripley 
&  Company. 

Mr.  S'eligman:  Mr.  Examiner,  I  don’t  quite  know 
what  Mr.  Kennedy’s  question  is,  but  it  seems  to  me 
that  the  first  question  should  be  whether  Mr.  Lehman 
has  ever  seen  this  because  this  has  not  been  intro¬ 
duced  in  evidence. 

Mr.  Kennedy:  I  was  going  to  use  it  for  no  purpose 
except  possibly  to  refresh  Mr.  Lehman’s  recollection. 

The  Witness :  I  have  not  seen  this,  Mr.  Kennedy. 

By  Mr.  Kennedy : 

Q.  This  memorandum,  Mr.  Lehman,  as  you  can  see  from 
its  face,  refers  to  a  contemplated  financing  by  Pan  American 
in  1945  and  refers  to  the  problem  of  who  would  be  the 
underwriters  of  that  financing.  I  am  quite  aware  that  you 
had  nothing  to  do  with  the  writing  of  the  memorandum,  and 
I  take  it  it  is  now  clear  that  you  have  never  seen  it.  But  I 
would  like  you  to  read  it  and  I  would  like  to  ask  you  if  you 
can  refresh  your  recollection  as  to  the  circumstances  under 
which  Lehman  Brothers  lost  out  as  an  underwriter  in  the 
1945  financing. 

[270]  (Witness  examining  document.) 

Mr.  Reynolds :  Mr.  Examiner,  purely  as  a  matter 
of  proper  procedure  I  submit  there  is  no  proper 
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foundation  for  refreshing  his  recollection  as  to  this 
as  yet  because  Mr.  Lehman  has  not  testified  that  he 
has  any  recollection.  I  suggest  that  the  question  be 
rephrased  in  that  manner  first.  If  he  has  an  inde¬ 
pendent  recollection  there  certainly  is  no  occasion 
for  endeavoring  to  refresh  his  recollection  from  some¬ 
body  else’s  report. 

By  Mr.  Kennedy : 

Q.  With  or  without  the  benefit  of  this  document,  do  you 
have  any  recollection  of  the  1945  stock  offering  by  Pan 
American  and  the  circumstances  under  which  Lehman 
Brothers  lost  out  in  the  offering?  A.  I  don’t  remember  it 
and  didn’t  know  some  of  the  details  in  this  memorandum. 
I  was  away  at  that  time.  I  do  remember  talking  to  Mr. 
Gutman,  who  had  evidently  spoken  to  someone  about  the 
matter,  but  I  was  away  and  I  don’t  remember  the  details. 
I  do  remember  being  disappointed  that  Lehman  Brothers 
was  unable  to  do  the  financing. 

Q.  Was  it  contemplated  at  one  point  in  the  discussions 
related  to  the  offering  of  Pan  American  stock  in  the  summer 
of  1945  that  Lehman  Brothers  would  be  part  of  the  under¬ 
writing  group?  A.  I  don’t  remember  that  in  detail  at  all. 

Q.  You  don’t  remember  that?  A.  I  believe  that  the  first 
I  heard  of  it  was  that  Odium,  who  represents  the  Atlas 
Corporation,  had  made  a  suggestion  to  Trippe,  which  was 
acceptable  in  principle.  [271]  I  had  not  heard  of  it  before. 
It  was  then  discussed  and  I  believe  I  acquiesced  to  that 
suggestion  that  Atlas  underwrite  it,  although  I  don’t 
remember  the  details.  The  first  I  knew  of  Elisha  Walker’s 
entering  into  the  situation  was  when  I  was  away  in  Canada. 
From  that  time  on  my  recollection  is  I  was  disappointed 
that  we  were  not  able  to  get  the  business.  It  was  consum¬ 
mated,  as  I  remember  it,  by  someone  else. 

Q.  Did  you  discuss  the  matter  with  Mr.  Trippe  at  any 
stage  of  the  negotiations?  A.  I  may  have  done  so  by  tele¬ 
phone.  I  don’t  remember. 
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Q.  Did  yon  discuss  the  matter  with  any  one  else  who 
was  an  officer  or  director  of  Pan  American?  A.  Not  at 
that  time,  to  my  recollection.  I  may  have  done  so  after 
the  financing  was  over  to  get  the  details,  but  I  don’t 
remember. 

Q.  Did  you  discuss  the  matter  with  any  of  your  partners 
in  Lehman  Brothers  at  the  time  the  discussions  were  pend¬ 
ing?  A.  I  was  informed  of  the  general  matter  by  Mr. 
Gutman,  I  believe,  on  the  phone,  but  that  was  the  only 
discussion.  I  think  I  was  informed  of  the  financing  beimr 
done  or  contemplated  being  done  by  someone  else. 

Q.  Did  you  at  that  point  undertake  to  raise  the  matter 
with  anybody  in  Pan  American  in  an  attempt  to  get  the 
business  for  Lehman  Brothers?  A.  Directly  I  don’t  believe 
so,  not  that  I  remember.  I  may  have  telephoned,  but  T 
don’t  remember  doing  so.  I  was  in  the  woods,  and  I  don’t 
think  it  was  possible  to  get  [272]  a  good  connection  any¬ 
way.  I  was  in  Canada  at  a  fishing  camp. 

Q.  In  1945  do  you  know  whether  or  not  Mr.  Prescott 
Bush  was  a  director  of  Pan  American?  A.  I  believe  he 
was. 

Q.  Mr.  Prescott  Bush  is  a  partner  in  Brown  Brothers, 
Harriman  &  Company?  A.  Yes. 

Q.  Brown  Brothers,  Harriman  &  Company  are  affiliated 
with  Harriman  Ripley,  is  that  correct?  A.  I  don’t  know 
what  their  interrelations  are,  but  there  is  some  affiliation, 
I  believe. 

Q.  Did  you  take  any  part  in  the  negotiations  to  set  up 
the  underwriting  group  that  lost  out,  namely  the  group 
that  was  to  be  managed  by  Lehman  Brothers  and  Horn- 
blower  &  Weeks,  I  believe  it  would  have  been  at  that  time, 
and  Harriman  Ripley?  A.  I  don’t  remember. 

Q.  You  don’t  recall  that  at  all?  A.  I  don’t  recall  that. 

Q.  Did  you  ever  discuss  the  matter  with  anybody  in 
Kuhn  Loeb?  A.  I  don’t  believe  I  did. 

Q.  Did  you  ever  discuss  the  matter  with  anybody  in  the 
United  States  Lines  Company?  A.  I  don’t  remember  doing 
that. 
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Q.  Not  with  Mr.  Hanes?  A.  Not  to  my  recollection. 

Q.  Nor  Mr.  Franklin?  [273]  A.  I  think  not.  I  think 
I  was  away  during  that  period  anyway. 

Q.  Did  Mr.  Gutman  advise  you  what  the  difficulty  was 
in  connection  with  Lehman  Brothers  doing  the  job?  Was 
it  the  terms  that  Lehman  Brothers  was  offering  or  was  it 
the  refusal  of  Lehman  Brothers  to  allow  other  people  in 
the  group  or  both?  A.  I  don’t  remember  the  details.  We 
have  a  great  many  underwritings  over  a  period  of  years, 
and  it  is  very  difficult  to  remember  the  details  accurately 
of  what  happened.  I  do  remember,  as  I  told  you,  of  my  dis¬ 
appointment  when  I  found  that  we  weren’t  able  to  do. the 
business.  ; 

Q.  Would  you,  subject  to  the  qualification  you  mentioned 
earlier,  about  your  duties  as  a  director,  your  responsibili¬ 
ties  as  a  quasi-trustee  to  the  company  and  its  stockholders, 
subject  to  that  qualification,  would  you  in  the  future 
endeavor  to  get  financing  business  of  Pan  American  for 
Lehman  Brothers?  A.  Certainly. 

Q.  Mr.  Lehman,  can  you  tell  us  who  in  Pan  American 
has  final  authority  with  respect  to  the  purchase  of  major 
items  of  aircraft  equipment?  A.  I  would  prefer  to  have 
that  answered  by  Pan  American  because  I  assume  that  the 
technical  answer  is  that  the  Board  would  have  final  author¬ 
ity,  the  Board  of  Directors,  and  that  is  where  it  is  actually. 

Q.  In  the  course  of  your  experience  as  a  director  of 
Pan  American  have  officials  of  the  company  presented  to 
the  Board  for  authorization  or  ratification  contracts  [274] 
for  the  purchase  of  major  items  of  aircraft  equipment?  i  A. 
Yes.  First  it  would  come,  I  assume,  as  a  recommendation 
from  the  engineering  department  to  the  officers,  and  the 
officers  to  the  Executive  Committee,  and  the  Executive 
Committee  to  the  Board.  That  is  the  normal  procedure. 

Q.  When  you  say  the  Executive  Committee,  what  Execu¬ 
tive  Committee  are  you  talking  about  now?  A.  Pan 
American’s. 
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Q.  Yes,  but  the  committee  of  directors  or  the  committee 
of  officers?  A.  There  is  only  one  executive  committee  that 
I  know  of. 

Q.  The  committee  of  officers  has  another  designation, 
does  it?  A.  A  committee  of  officers  as  far  as  I  know,  there 
is  no  formal  body  unless  unbeknown  to  me.  There  may  have 
been  in  the  past.  I  don’t  know. 

Q.  When  the  responsible  people  in  the  Pan  American 
management  present  to  the  Executive  Committee  of  the 
Board  of  Directors  proposed  arrangements  for  the  pur¬ 
chase  of  major  items  of  aircraft  equipment,  does  the  Execu¬ 
tive  Committee  in  turn  make  a  recommendation  to  the 

Board?  A.  I  believe  thev  do  in  most  cases  where  there  is 

* 

an  important  commitment  necessary. 

Q.  They  would  ordinarily  do  it,  would  they  not,  where 
airframes  were  involved,  or  engines?  A.  For  important 
commitments  they  would.  I  assume  they  would. 

Q.  They  would  be  important  commitments.  [275]  A.  If 
thev  were  substantial. 

Q.  In  dollar  volume.  A.  They  probably  would  be. 

Q.  Have  you  in  the  course  of  your  experience  acted  in 
your  capacity  as  a  director  on  proposals  of  that  sort  by  the 
Pan  American  management?  A.  Yes. 

Q.  You  have  authorized  or  ratified  contractual  arrange¬ 
ments  for  the  purchase  of  items  of  aircraft  equipment? 
A.  I  as  one  of  a  group  of  directors  voting  “yes”  or  what¬ 
ever  the  decision  may  have  been. 

Q.  Yes.  When  these  matters  come  before  the  Board  of 
Directors  of  Pan  American,  Mr.  Lehman,  have  you  taken 
an  active  part  in  the  discussion  of  them?  A.  If  there  was 
any  discussion  I  was  free  to  have  any  voice  or  criticism 
that  I  wanted  to  make.  I  don’t  remember  ever  having  made 
anv  criticism  or  anv  strong  recommendations.  I  don’t 
remember  there  being  a  case  where  the  directors  individually 
ever  had  to  question  the  judgment  of  the  officers  or  the 
recommendation  of  the  officers  or  the  Executive  Committee. 
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Q.  Have  you  ever  made  any  studies  of  the  proposals  of 
the  Pan  American  management  on  this  subject  with  a  view 
to  determining  independently  whether  you  thought  they 
were  desirable  or  not?  A.  Whether  the  officers  were  com¬ 
petent  or  not? 

Q.  Oh,  no.  I  assume  you  regard  the  officers  of  Pan 
American  as  competent  since  you  didn’t  fire  them,  assuming 
[276]  the  rest  of  the  directors  agreed  with  you.  When 
proposals  for  the  purchase  of  aircraft  equipment  are  made 
to  the  Board  of  Directors  of  Pan  American,  have  you  made 
an  independent  study  of  those  proposals  with  a  view  to 
determining  how  you  would  vote  on  the  subject?  A.  Each 
director  tried  to  use  due  diligence  in  forming  his  judgment 
as  to  whether  or  not  the  recommendation  was  a  proper  one, 
but  I  have  never  that  I  remember  made  any  comparative 
study  in  a  technical  way.  I  don’t  think  I  would  be  com¬ 
petent  to  do  so.  These  are  mainly  engineering  problems 
that  come  up.  The  pros  and  cons,  if  there  were  any,  would 
be  brought  up  to  the  Board  and  a  recommendation  made 
and  an  explanation  made  by  the  officers. 

Q.  In  general  has  there  been  any  one  on  the  Board  of 
Directors  of  Pan  American,  as  distinct  from  the  manage¬ 
ment  of  Pan  American,  leaving  out  people  like  Mr.  Trippe, 
for  example,  who  are  both  officers  and  directors,  but  are 
there  any  outside  directors  on  whose  judgment  you  rely? 
A.  As  the  Board  is  now  constituted  I  don’t  believe  there 
are  any  outside  directors  who  are  technically  equipped  to 
handle  such  a  problem.  When  you  say  outside  directors, 
you  mean  directors  not  connected  as  employees  of  Pan 
American?  j 

Q.  That  is  right. 

Are  these  proposals  that  are  submitted  to  the  Pan 
American  Board  accompanied  by  personal  or  oral  presenta¬ 
tion  by  the  officers  of  Pan  American?  Does  Mr.  Gledhill, 
for  instance,  take  part  in  these  discussions?  A.  They  are 
usually  presented  in  writing,  and  the  [277]  president  goes 
over  the  specifications,  the  high  spots  of  the  specifications. 
If  necessary,  the  engineer  might  be  called  in.  I  don’t 
remember  recently  that  having  taken  place. 
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Q.  The  president  you  referred  to  would  be  Mr.  Trippe? 
A.  Yes. 

Q.  You  would  ordinarily  rely  on  Mr.  Trippe.  A.  When 
we  rely  on  Mr.  Trippe,  we  are  relying  on  his  organization. 

Q.  Yes.  A.  We  assume,  and  1  believe  he  relies  on  his 
engineering  recommendations  and  his  associates’  recom¬ 
mendations  to  him. 

Q.  You  wouldn’t  ordinarily  call  in  some  of  Mr.  Trippe's 
subordinates  on  the  matter  and  get  their  views  directly, 
would  you  ?  A.  Mr.  Trippe  would  do  so  if  there  were  any 
doubt  in  his  mind  as  to  being  able  to  explain  the  details. 

Q.  But  ajiart  from  Mr.  Trippe’s  bringing  them  along — 
A.  I  have  never  called  for  them. 

Q.  Has  any  other  director?  A.  Xot  to  my  knowledge. 
I  don’t  remember,  though,  whether  they  have  or  not.  I 
might  not  have  been  at  meetings  when  they  did. 

Q.  Does  Mr.  Trippe  ever  bring  along  his  subordinates 
on  his  own  initiative,  at  his  own  instance,  and  have  them 
make  a  presentation  to  the  Board? 

Mr.  Reynolds:  Is  this  question  confined  to  the 
purchase  of  aircraft  equipment? 

[27S]  Mr.  Kennedy:  Yes. 

The  Witness:  I  don’t  remember  his  doing  so, 
but  at  times  he  might  call  on  someone  for  technical 
information  for  the  Board.  I  don’t  remember  the 
details. 

By  Mr.  Kennedv: 

Q.  Do  you  remember  the  contract  for  the  purchase  by 
Pan  American  of  Consolidated  Yultee  Aircraft  coming 
before  the  Board  of  Directors  of  Pan  American?  A.  Xo, 
I  don’t. 

Q.  Mr.  Lehman,  would  you  by  reason  of  the  connections 
of  your  partner,  Mr.  Hertz,  with  Consolidated  Yultee,  con¬ 
sider  yourself  disqualified  to  participate  in  discussions  or 
decisions  by  the  Board  of  Pan  American  as  to  the  purchase 


Robert  Lehman ,  for  Civil  Aeronautics — Direct,  j 

j 

of  aircraft  equipment?  A.  I  would  like  to  qualify  my 
answer.  I  don ’t  consider  that  I  am  qualified  to  make  techni¬ 
cal  decisions  excepting  upon  the  recommendation  of  the 
people  in  the  company  who  I  believe  are  qualified,  but  as 
far  as  Air.  Hertz’  influence  or  my  connection  with  him, 
I  would  like  to  say  definitely  that  would  have  no  bearing. 
We  act  independently,  completely  so,  and  I  might  say  if 
I  tried  to  influence  Air.  Ilertz  or  he  did  me,  it  would  have 
a  negative  influence  anyway.  In  both  cases,  not  only  in 
mine. 

Q.  But  your  testimony,  Air.  Lehman,  is  that  you  would 
not  consider  Air.  Hertz’  connection  with  Consolidated  Vultee 
as  in  itself  disqualifying  you  from  participating  in  the 
decisions  on  the  purchase  of  aircraft  equipment  by  Pan 
American?  A.  Xo,  I  would  not. 

[27b]  Q.  Air.  Lehman,  will  you  take,  subject  to  correc¬ 
tion,  this  statement,  that  you  became  a  director  of  Con¬ 
solidated  Aircraft  Corporation,  which  is  one  of  the  con¬ 
stituent  companies  of  Consolidated  Vultee,  on  Alarch  17, 
1927,  and  ceased  to  be  a  director  on  December  21,  1940? 
Aly  first  question  to  you:  Under  what  circumstances  did 
you  become  a  director  ?  A.  As  I  remember  it,  Air.  Hertz 
got  to  know  Alajor  Keuben  Fleet,  who  was  the  owner  at 
that  time  and  the  head  of  Consolidated.  I  believe  he  visited 
with  him  down  in  Aliami  and  I  was  down  there  shortly 
afterwards  and  met  Fleet  and  he  became  very  friendly  with 
Air.  Ilertz  and  liked  him  very  much  and  wanted  him  on 
his  board.  He  evidently  w’anted  me  on  his  board  also.  I  It 
w’as  completely  a  personal  matter,  and  his  own  judgment. 
He  wanted  us  both  on  his  board  and  asked  us  to  go  on:  I 
believe  he  got  to  know  Air.  Hertz  in  the  first  instance.  ;  It 
was  really  through  that  association  that  I  met  Fleet.  We 
have  remained  personal  friends  ever  since.  He  has  nothing 
to  do  with  Consolidated  any  more. 

Q.  Who  introduced  you  to  Air.  Fleet?  A.  I  believe 
John  Hertz  did  dovm  in  Aliami. 
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Q.  Were  you  present  when  Mr.  Hertz  and  Mr.  Fleet 
discussed  the  subject  of  whether  Mr.  Hertz  would  become 
a  director  of  Consolidated?  A.  I  don’t  believe  I  was.  I 
don’t  remember. 

Q.  Was  he  present  when  you  and  Mr.  Fleet  discussed 
the  subject  of  whether  you  would  become  a  director  of 
Consolidated?  [280]  A.  I  don’t  remember  the  details  of 
the  meeting. 

Q.  You  can’t  remember  one  way  or  the  other?  A.  No. 

Q.  Did  you  seek  out  Mr.  Fleet  or  did  he  seek  you  out? 
A.  He  sought  me,  evidently,  but  it  was  really  by  associa¬ 
tion,  having  been  together.  I  met  him  with  Mr.  Hertz.  As 
I  remember  it,  we  were  down  at  Miami,  Florida. 

Q.  You  didn’t  ask  Mr.  Hertz  to  introduce  you  to  Mr. 
Fleet?  A.  Not  that  I  remember. 

Q.  Who  first  suggested  that  you  might  become  a  direc¬ 
tor  of  Consolidated?  Was  it  your  suggestion  or  Major 
Fleet’s?  A.  It  was  Mr.  Reuben  Fleet’s. 

Q.  Prior  to  the  time  that  you  had  these  discussions  with 
Mr.  Fleet,  had  Lehman  Brothers  had  any  prior  business 
connections  with  Consolidated?  A.  Not  that  I  remember. 

Q.  Do  you  know  whether  they  had  done  any  underwrit¬ 
ing  for  them?  A.  I  don’t  remember. 

Q.  Were  you  at  the  time  of  your  discussions  with  Mr. 
Fleet  a  stockholder  of  Consolidated?  A.  I  don’t  believe 
so,  but  I  don’t  remember  that  definitely. 

Q.  Mr.  Hertz  referred  to  a  situation  where  there  were 
stockholdings  by  his  family  as  well  as  himself.  Is  any 
member  of  your  immediate  family,  parents,  wife,  or  chil¬ 
dren,  a  stockholder  of  Consolidated?  [281]  A.  No,  I  have 
never  been  a  substantial  holder,  nor  have  my  family,  in 
Consolidated. 

Q.  Upon  becoming  a  director  did  you  make  any  substan¬ 
tial  investment  in  Consolidated?  A.  I  may  have  had  an 
investment,  but  it  hasn’t  been  a  very  large  one. 

Q.  Mr.  Lehman,  you  retired  as  a  director  of  Consoli¬ 
dated  on  December  21, 1940.  Can  you  tell  us  what  the  occa- 
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sion  of  your  retirement  was?  A.  The  law  required  me  to 
resign.  j 

Q.  It  wasn’t  you  own  choice  or  that  of  Mr.  Fleet?  A. 
No,  it  was  not.  I  had  the  choice  of  resigning  from  Pan 
American  or  Consolidated.  I  had  been  on  Pan  American 
previous  to  Consolidated.  I 

Q.  During  your  tenure  as  a  director  of  Consolidated  do 
you  recall  Pan  American  making  any  purchases  from  Con¬ 
solidated?  A.  I  don’t  remember. 

Q.  You  don’t  recall?  A.  No,  I  don’t  recall. 

Q.  Have  you  ever  discussed  with  Mr.  Hertz  the  problem 
of  what  kind  of  aircraft  it  would  be  appropriate  or  desir¬ 
able  for  Pan  American  to  purchase?  A.  No,  not  to  my 
knowledge. 

Q.  You  would  know  whether  you  discussed  them  or  not  ? 
A.  With  Mr.  Hertz? 

Q.  With  Mr.  Hertz.  A.  I  don’t  remember  ever  having 
discussed  it  with  him. 

Q.  You  don’t  remember.  I  want  to  be  clear  on  'that. 
[282]  Is  it  that  you  don’t  recall  one  way  or  the  othCr  or 
that  vou  didn’t  discuss  it?  A.  I  am  very  sure  I  didn’t. 

Q.  Have  you  ever  discussed  with  Mr.  Hertz  any  possible 
intervention  by  you  in  the  management  of  Pan  American 
looking  toward  purchases  from  Consolidated  Vultee?  A. 
I  am  sure  I  didn’t.  That  never  came  up. 

Q.  Have  you  ever  discussed  with  Mr.  Hertz  any  action 
you  should  take  in  your  capacity  as  a  director  of  Pan  Ameri¬ 
can?  A.  I  didn’t  get  that. 

Q.  Have  you  ever  discussed  with  Mr.  Hertz  any  action 
you  should  take  in  your  capacity  as  a  director  of  Pan 
American?  A.  No,  I  have  not.  i 

Q.  Have  you  ever  discussed  with  Mr.  Hertz  any  action 
he  should  take  in  his  capacity  as  a  director  of  Consolidated 
Vultee?  A.  No,  I  certainly  have  not. 

Q.  Mr.  Lehman,  would  you  refer,  please,  to  Exhibit 
PC-180,  page  6.  Mr.  Lehman,  I  might  say  preliminarily 
that  Exhibit  PC-180  is  a  memorandum  of  a  new  business 
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meeting  at  which  'were  present  among  others  you  and  Mr. 
Ehrman  and  the  general  subject  of  the  meeting  was  how 
Lehman  Brothers  could  get  some  business  from  the  com¬ 
panies  mentioned  there.  Under  heading  Xo.  22  there  is  an 
item  of  an  exchange  between  Mr.  Ehrman  and  yourself. 
Could  you  tell  us  what  you  had  in  mind  in  your  statement 
that  Boeing  should  not  be  approached  because  Mr.  Hertz 
had  gone  on  the  Consolidated  Aircraft  Board?  [283]  A. 
In  general,  as  a  matter  of  procedure.  I  am  on  a  board  I 
would  expect  to  go  to  the  board  or  the  officials  and  ask 
them  whether  there  was  any  objection  on  their  part,  any 
reason  why  we  should  do  or  should  not  do  financing  for  a 
competitor  in  a  restricted  business  of  that  kind.  The  air¬ 
craft  manufacturing  business  has  such  a  narrow  market, 
and  in  a  business  of  this  kind  I  think  it  would  be  very  diffi¬ 
cult  for  any  one  acting  as  a  director  of  one  company  to  get 
the  proper  permission  and  acquiescence  where  any  com¬ 
pany  head  would  say  it  was  not  embarrassing.  I  think  we 
would  not  want  to  go  after  a  competitor  excepting  after 
asking.  In  another  industry  where  there  is  a  wide  market, 
like  a  department  store  or  so  on,  I  see  no  objection  to  going 
after  competitive  business,  but  only  having  checked  there 
again  with  the  head  of  the  business  as  a  matter  of  decency 
and  I  think  of  duty. 

Q.  IIow  would  you  characterize  the  markets  for  airline 
securities?  Would  that  be  narrow?  A.  Airline? 

Q.  Yes.  A.  I  think  that  would  be  a  wide  market,  very 
much  different  from  the  aircraft  industry  where  in  the  days 
that  I  was  on  Consolidated,  as  1  remember  it,  their  major 
business  was  practically  the  Xavy  and  nothing  else.  That  is 
all  they  did  business  for  up  to  a  certain  period,  until  the 
war  started. 

Q.  Perhaps  I  misunderstand  you,  Mr.  Lehman.  I 
thought  you  said  earlier  that  the  market  for  aircraft  manu¬ 
facturing  company  securities  was  a  narrow  market. 
[2S4]  A.  Xo,  I  was  talking  about  the  competition  between 
companies  trying  to  sell  equipment  to  airline  companies. 
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Of  course  that  is  practically  the  only  market  and  the  gov¬ 
ernment.  That  market  was  very  restricted  at  that  time 
and  still  is  very  restrictive,  comparatively  restricted. 

Q.  Your  thought  is  that  the  degree  of  competition 
between  Boeing  and  Consolidated  Aircraft  would  be  sub¬ 
stantially  greater  than  it  would  be  between  two  department 
stores,  for  example.  A.  Definitely. 

Q.  Your  attitude  on  the  matter  would  depend  on  the 
degree  of  competition.  A.  No,  not  necessarily,  but  as  I  say, 
I  think  the  attitude  of  the  head  of  the  company  would  prob¬ 
ably  be  dependent  more  on  what  the  situation  is,  the  head 
of  the  company  to  which  I  would  personally  want  to  go  to 
check  with  before  approaching  any  competitor. 

Q.  In  every  instance  you  would  clear  with  the  head  of 
the  company  where  there  were  competitive  situations  t  A. 
Yes,  and  it  would  be  his  judgment  as  to  whether  or  not  it 
was  to  the  adverse  interests  of  the  company. 

Q.  Your  distinction  between  degrees  of  competition  is 
based  on  the  thought  that  where  the  degree  of  competition 
is  small  you  wouldn’t  have  as  great  difficulty  as  you  would 
otherwise  in  getting  clearance  to  go  ahead?  Is  that  your 
thought?  A.  Where  the  degree  of  competition  is  small, 
did  you  say? 

Q.  Yes.  In  other  words,  your  difficulty  in  getting  [285] 
clearance  would  be  correlated  with  the  degree  of  competi¬ 
tion.  A.  I  would  rather  not  make  a  decision  for  another 
man.  The  decision  would  be  up  to  the  head  of  the  company. 

Q.  But  where  the  competition  was  very  extensive  you 
would  think  that,  as  in  this  case,  it  might  not  even  be  worth 
your  while  to  try  to  get  clearance,  is  that  true?  A.  I  think 
it  is  very  difficult  to  make  a  specific  statement  as  to  what 
you  do.  The  aircraft  industry  has  changed  a  great  deal  in 
the  last  10  or  15  years.  Formerly,  as  I  say,  the  Navy  and 
the — the  Navy  was  the  only  customer,  practically,  of  Con¬ 
solidated,  as  I  remember  it  years  ago  at  one  time.  That 
has  changed.  I  think  it  is  very  difficult  to  make  a  definite 
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statement  as  to  what  you  would  or  would  not  do.  The  war 
has  changed  everything  in  that  industry. 

Q.  That  may  be,  but  your  general  approach  to  the  prob¬ 
lem  is  the  same  now  as  it  was  then,  is  it  not,  that  where 
there  was  any  competition  between  the  companies  con¬ 
cerned  you  wouldn’t  want  to  go  ahead  doing  financing  for 
a  company  of  which  you  were  not  a  director  without  clear¬ 
ing  with  the  company  of  which  you  were  a  director?  A.  If 
they  were  competitive.  If  I  were  a  director  I  would  act  that 
way.  I  might  say  as  to  this  memorandum,  this  was  evi¬ 
dently  written  by  someone  in  the  office.  I  didn’t  remember 
it  until  I  read  it  over,  it  may  or  may  not  be  accurate.  I 
can’t  say  that  I  didn’t  take  that  position.  On  the  other 
hand,  I  don’t  remember  it. 

Q.  Would  you  consider  it  appropriate  before  you  did 
financing  for  National  Airlines  to  clear  with  Pan  American, 
or  vice  versa?  [2S6]  A.  If  I  were  a  director  of  National 
Airlines  I  would  ask  the  head  of  the  National  Airlines.  If 
I  were  a  director  of  Pan  American  and  it  came  to  me  I 
think  that  I  would  have  nothing  to  do  with  that  at  all  except 
that  we  would  try  to  decide  whether  or  not  it  was  the  proper 
thing  to  do  from  the  public  point  of  view  and  from  the 
industry  point  of  view.  In  other  words,  if  National  Air¬ 
lines  financing  comes  up,  I  think  we  would  take  that  as  an 
incident  and  discuss  it  if  it  has  to  do  with  Lehman  Brothers, 
if  Lehman  Brothers  is  going  to  handle  that  financing.  If 
financing  is  brought  up  as  National  Airlines  financing 
regardless  of  Lehman  Brothers,  I  wouldn't  hear  about  it. 
The  partner  who  is  on  the  board,  Mr.  Thomas,  would  prob¬ 
ably  hear  about  it  if  he  were  at  the  meeting. 

Q.  If  Mr.  Thomas  were  just  to  inform  you  in  passing 
that  National  Airlines  was  contemplating  a  financing,  a 
public  offering,  and  that  he  had  arrangements  with  the  man¬ 
agement  of  National  to  have  Lehman  Brothers  act  as  man¬ 
ager  of  that  offering,  would  you  consider  it  necessary  or 
appropriate  to  clear  with  the  Pan  American  management 
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before  Lehman  Brothers  went  ahead?  A.  I  have  to  answer 
that  in  two  ways.  At  the  time  the  financing  was  done  I 
would  not  have  considered  it  necessary.  Pan  American 
had  no  interest  whatsoever  in  any  domestic  line  of  any  kind 
so  there  wasn’t  the  slightest  reason  to  do  so.  Now,  with  the 
case  before  the  Board  that  you  know  of,  I  would  not  be  ,able, 
I  wouldn’t  have  the  opportunity  of  discussing  it  because 
undoubtedly  then  National  would  have  to  talk  to  j  Pan 
American  before  doing  [287]  anything.  They  have  a  con¬ 
tract  with  them,  I  understand,  which  is  before  the  CAB 
now.  I  think  from  the  point  of  view  of  the  present  day 
there  is  no  issue.  We  wouldn’t  know  about  it  until  after 
it  had  been  discussed  with  them.  At  the  time  that  I  think 


you  referred  to  previously,  I  think  I  have  answered 
clearly. 

Q.  As  to  the  time  you  referred  to  previously  did 
clear  with  Pan  American?  A.  Not  to  my  knowledge.  T 


that 


here 


was  no  reason  to  whatsoever.  Pan  American  was  onlv  a 


company  that  served  territory  outside  the  United  States. 

Q.  Just  to  elicit  your  attitude  on  this  a  little  bit  further, 
Mr.  Lehman,  suppose  the  stock  arrangements  between  Pan 
American  and  National  were  not  in  effect,  that  they  either 
had  been  washed  out  or  disapproved  by  the  Board  or  they 
were  no  longer  in  the  picture,  but  Pan  American  still  has 
outstanding  a  route  application  competitive  with  National, 
or,  as  is  the  case,  they  continue  to  compete  with  each  other 
for  traffic  between  Miami  and  Havana,  would  you  in  the 
light  of  that  situation  consider  it  appropriate  to  take  the 
matter  up  with  Pan  American?  A.  Of  course  if  the  situa¬ 
tion  were  as  it  was  where  they  had  no  interest,  no  com¬ 
petition  except  from  Miami  to  Havana,  I  would  not  have 
thought  it  necessary  and  would  not  have  done  so.  I 
answered  that  before.  To  my  way  of  thinking,  that  is  a 
very  minor  part  of  the  competition.  There  are  three 
American  lines,  as  I  understand,  that  go  to  Havana.  I 
don’t  think  I  would. 
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Q.  Would  the  pendency  of  an  application  by  Pan  [2S8] 
American  for  services  competitive  with  those  of  National 
between  New  York  and  Miami  make  a  difference  in  vour 
thinking?  A.  That  is  a  matter  that  I  can’t  answer  because 
it  is  not  a  fact  yet.  The  fact  is  that  we  have  a  contract 
now,  and  it  is  a  situation  that  I  think  cannot  come  up. 
If  this  matter  was  approved  by  the  CAB,  we  wouldn't  know 
about  any  financing.  Pan  American  would  know  about  it 
before  we  did,  and  presently  they  will,  too,  with  the 
contract. 

Q.  I  think  we  can  agree,  Mr.  Lehman,  that  the  contract 
might  be  cancelled  or  perhaps  the  Board  might  disapprove 
it.  That  is  certainly  not  beyond  possibility. 

Mr.  Seligman:  Mr.  Examiner,  I  am  wondering 
if  this  isn’t  getting  into  what  might  be  called  an 
“iffy”  question  because  the  witness  has  answered 
that  if  he  thought  there  was  substantial  competition, 
he  would  get  consent.  He  said  he  didn’t  think 
Havana-Miami  was  substantial.  Just  where  he  is 
going  to  draw  the  line  of  what  is  substantial - 

Mr.  Kennedy:  I  think  taking  Mr.  Seligman ’s 
statement  as  a  fair  summary  of  Mr.  Lehman’s  testi¬ 
mony,  I  think  we  can  close  up  the  matter  by  asking 
whether  he  regards  the  pendency  of  an  application 
by  Pan  American  for  the  New  York-Miami  route  as 
creating  a  substantially  competitive  situation. 

The  Witness:  I  don’t  like  to  answer  in  a  hypo¬ 
thetical  way  what  might  happen,  but  I  should  think 
if  Pan  American  and  National  join  hands,  that  would 
be  a  substantial  part  of  the  traffic,  a  very  substan¬ 
tial  part.  If  they  did  not  [2S9]  join  hands,  you 
mean,  they  would  be  competitive? 

By  Mr.  Kennedy: 

Q.  Suppose  that  there  are  now  pending  before  the  Board 
applications  by  National  and  Pan  American  for  approval 
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of  various  arrangements  between  them,  including  inter¬ 
change  arrangements  and  the  operation  of  Pan  American 
planes  over  the  National  routes,  and  also  arrangements  for 
the  acquisition  by  Pan  American  of  substantial  shares  in 
National,  if  those  arrangements  were  canceled  or  dis¬ 
approved,  and  Pan  American  had  still  outstanding  its 
application  for  a  route  between  Miami  and  New  York, 
would  you  think  that  made  a  difference  in  determining 
whether  there  was  a  substantially  competitive  situation? 
A.  If  they  had  another  route  and  the  only  competition  were 
Havana-Miami,  I  don ’t  think  I  would  want  to  act  on  what 
might  happen  in  the  future. 

Q.  Would  you  turn,  please,  Mr.  Lehman,  to  Exhibit  6, 
page  3. 

Do  vou  recall  the  circumstances  described  under  head- 
ing  No.  4  there,  the  circumstances  under  which  the  Lehman 
group -  ! 

i 

Mr.  Seligman:  Which  page  is  this? 

Mr.  Lehman :  Exhibit  6,  page  3. 

Mr.  Seligman:  I  am  sorry.  Under  which  part 
of  it? 

Mr.  Kennedy:  Heading  No.  4. 

By  Mr.  Kennedy : 

Q.  Mr.  Lehman,  did  you  participate  in  the  negotiations 
which  led  to  the  acquisition  of  control  of  the  Export  Steam¬ 
ship  Corporation  by  what  might  be  called  the  Lehman- 
Covcrdale  group?  [290]  A.  No,  I  did  not. 

Q.  Were  you  familiar  with  them  as  they  were  going  on? 
A.  I  don’t  remember  the  details  of  that  transaction,  but 
I  probably  knew  about  any  major  commitments  that  were 
made.  I  undoubtedly  did. 

Q.  The  discussions  were  carried  on,  I  take  it,  largely 
by  Mr.  Joseph  Thomas.  A.  As  an  individual. 

Q.  He  was  not  at  that  time  a  partner,  but  he  was  an 
employee  of  Lehman  Brothers.  A.  That  is  right. 
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Q.  Did  Mr.  Hitchcock,  do  you  know,  participate  in  those 
discussions?  A.  I  believe  that  thev  were  initiated  bv  Mr. 
Thomas.  I  don't  remember  when  Mr.  Hitchcock  came  into 
the  situation. 

Q.  Mr.  Hitchcock,  for  the  record,  is  the  late  Mr.  Thomas 
Hitchcock  who  subsequently  became  a  member  of  the  firm 
of  Lehman  Brothers?  A.  That  is  right. 

Q.  And  Mr.  William  Coverdale  is  the  senior  or  was  the 
senior  partner  of  Coverdale  &  Colpitts  and  eventually 
became  senior  executive  officer  of  American  Export  Line? 
A.  That  is  right. 

Q.  Mr.  Coverdale  died  recently  and  has  been  succeeded 
by  Mr.  Slater. 

There  came  a  time,  did  there  not,  Mr.  Lehman,  in  or 
about  1937  in  the  spring  when  the  management  of  American 
Export  Lines  proposed  to  organize  and  did  organize  a 
company  called  American  Export  Airlines,  which  was  then 
a  wholly  owned  [291]  subsidiary  of  the  steamship  company. 
The  airline  proposed  to  operate  a  trans-Atlantic  service 
by  air,  is  that  correct?  A.  That  is  correct. 

Q.  That  is  the  situation  to  which  you  referred  previ¬ 
ously?  A.  That  is  right. 

Q.  At  that  point  is  it  correct  that  you  had  discussions 
with  Mr.  Thomas  and  Mr.  Hitchcock  about  whether  or  not 
it  was  appropriate  for  Amercan  Export  Lines  to  go  ahead 
on  that  basis?  A.  Yes.  As  to  whether  it  was  appropriate, 
I  don’t  know  just  what  the  intimation  of  that  would  mean, 
but  I  know  I  felt  I  was  very  much  chagrined  to  think  that 
it  was  going  to  be  done.  On  the  other  hand,  I  felt  that  I 
could  not  in  any  way  interfere  with  their  duties  and  as 
directors  and  their  interests  as  directors  of  American 
Exports.  I  was  sorry  to  see  it  done  because  I  thought  per¬ 
sonally  it  was  bad  business  for  Export  Lines,  the  shipping 
company,  and  T  didn’t  think  there  would  be  enough  business 
presently  for  another  company  at  that  time.  But  I  did  not 
try  to  interfere  with  that  in  any  way,  although  they  knew 
that  I  was  opposed  to  the  formation  of  that  company. 
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Q.  Mr.  Hitchcock  and  Mr.  Thomas  were  actively  in 
favor  of  this  project,  were  they  not?  A.  They  certainly 
were. 

Q.  And  concurring  with  them  was  the  Coverdale  group, 
Mr.  Coverdale  and  Mr.  Slater,  is  that  correct?  A.  I  don’t 
know  the  fact,  but  I  assume  they  were  because  Mr.  Cover- 
dale  was  the  chief  executive. 

[292]  Q.  You  had  several  discussions  on  this  subject 
w’ith  Mr.  Hitchcock  and  Mr.  Thomas.  A.  Undoubtedly. 

Q.  Did  you  endeavor  at  any  point  to  dissuade  Mr. 
Hitchcock  and  Mr.  Thomas  from  going  ahead  with  this 
project.  A.  I  believe  that  I  gave  them  whatever  thoughts 
I  had,  which  were  that  I  didn’t  think  a  steamship  company 
ought  to  get  into  that  type  of  business.  As  a  stockholder 
and  as  one  of  those  interested  in  the  Export  Lines,  I  didn’t 
think  it  was  good  business  for  them  and  I  was  sorry  to  see 
the  thing  done  because  I  felt  it  was  an  unfriendly  act  toward 
Pan  American. 

As  I  say,  I  did  not  use  any  definite  pressure  except  they 
knew  I  was  opposed  to  it.  We  did  not  interfere  with  each 
other’s  activities. 

Q.  Mr.  Hitchock  and  Mr.  Thomas  I  take  it,  in  the  face 
of  your  expressions  of  disagreement,  stood  their  ground 
and  indicated  that  they  thought  they  ought  to  go  ahead.  A. 
The  record  shows  that.  j 

Q.  At  any  time  while  this  project  was  under  discussion 
did  you  discuss  the  matter  with  Mr.  Trippe  or  with  any¬ 
body  in  the  management  of  Pan  American?  A.  I  don’t 
remember  having  done  so.  I  might  say  that  they  knew 
about  it  from  the  very  outset.  Pan  American  heard  about 
it  from  the  outset,  the  minute  the  application  was  made  for 
whatever  was  contemplated.  They  undoubtedly  knew  what 
was  going  on.  There  was  no  secret  about  American  Export 
going  into  that  business. 

Q.  Nobody  in  the  Pan  American  management  raised  the 
[293]  subject  with  you?  A.  Possibly  they  did.  Certainly 
there  were  discussions,  but  I  don’t  remember  any  details. 
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Q.  You  do  remember  there  were  discussions?  A.  I 
don’t  remember  that  there  were  at  all,  but  the  matter  was 
talked  about  a  great  deal,  I  know.  It  certainly  made  an 
impression  on  me.  I  probably  talked  about  it  with  Messrs. 
Thomas  and  Hitchcock. 

Q.  When  you  say  the  matter  was  talked  about,  you  mean 
the  matter  was  talked  about  in  meetings  at  which  you  were 
present  and  at  which  the  members  of  the  Pan  American 
management  were  present?  A.  Xo.  It  was  talked  about 
generally.  People  on  the  outside  knew  about  it.  Every 
one  knew  about  that  situation.  There  was  no  secret  about  it. 

Q.  You  don’t  recall  any  discussions  at  all  with  anybody 
in  the  Pan  American  management  or  anybody  on  the  Pan 
American  Board  on  the  subject?  A.  As  I  told  you  before, 
I  remember  talking  to  one  member.  I  was  rather  embar¬ 
rassed  when  the  situation  did  come  to  a  head  and  they  were 
actively  in  process  of  making  an  application  or  had  the 
application.  I  talked  to  one  member  of  the  Board,  a  former 
member  of  the  Board  of  Pan  American.  I  don’t  remember 
any  details. 

Q.  Was  he  then  a  member  of  the  Board  or  had  he  retired? 
A.  He  had  retired,  I  think.  I  am  not  sure.  I  am  not  sure 
whether  he  was  a  member  at  the  time,  but  I  talked  to  him 
in  a  personal  way,  I  remember,  just  discussing  the  [294] 
matter  with  him  because  I  was  embarrased  about  the  situa¬ 
tion. 

Q.  Could  you  tell  us,  Mr.  Lehman,  who  he  was?  A.  I 
would  prefer  not  to,  if  you  will  permit  me  to  leave  him  out. 

Mr.  Kennedy:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Bryan :  Back  on  the  record. 

Mr.  Kennedy:  In  view  of  the  discussion  off  the 
record,  can  we  say  that  if  it  develops  on  inquiry  by 
Mr.  Lehman  that  the  gentleman  with  whom  he  had 
the  discussion  had  at  the  time  of  the  discussion 


Robert  Lehman ,  for  Civil  Aeronautics — Direct . 

resigned  from  the  Board  of  Pan  American,  we  will 
not  ask  for  the  name ;  but  if  it  develops  upon  inquiry 
that  lie  was  a  member  of  the  Board  of  Pan  Ameri¬ 
can  at  the  time  of  the  discussion  we  would  like  to 
have  the  name. 

Mr.  Seligman:  All  right. 

Examiner  Bryan:  Now  do  you  want  a  recess, 
gentlemen?  We  will  recess  for  lunch  until  two 
o  ’clock. 

(Whereupon,  at  12:30  o’clock  p.  m.  the  hearing 
was  recessed  until  2 :00  o’clock  p.  m.  the  same  day: ) 


[295]  Afternoon  Sessions. 

2.00  p.mi 

Examiner  Bryan:  Are  we  ready  to  proceed,  gen¬ 
tlemen? 

Mr.  Kennedv:  i 

* 


Whereupon  Robert  Lehman,  the  witness  on  the  stand 
at  the  time  of  the  noon  recess,  resumed  the  stand  and,  being 
examined,  testified  further  as  follows: 

Direct  examination  by  Mr.  Kennedy  (continued) : 

Q.  Mr.  Lehman,  in  the  course  of  your  testimony  this 
morning  you  referred  to  the  discussion  you  had  with  a  man 
who  had  been  a  director  of  Pan  American,  and  you  weren’t 
clear  as  to  whether  at  the  time  he  was  a  director.  I  under¬ 
stand  you  had  an  opportunity  to  check  that  over  the  lunch 
hour.  Can  you  now  advise  us  as  to  whether  he  was  a  direc¬ 
tor  at  the  time?  A.  He  was  a  director.  Do  you  want  his 
name? 
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Q.  Yes.  A.  Sloan  Colt. 

Q.  Now,  Mr.  Lehman,  are  you  aware  of  the  fact  that  in 
September,  193S,  Pan  American  and  American  Export 
Lines  entered  into  an  agreement,  the  general  nature  of 
which  was  to  divide  the  territory  in  Europe  to  which  those 
air  lines  would  operate  from  the  United  States  with  the 
thought  that  if  the  Board  approved  such  an  arrangement 
those  would  be  the  territories  assigned  to  the  two  air  lines? 

Mr.  Reynolds:  Just  a  minute.  Mr.  Examiner,  I 
object  to  the  form  of  the  question  as  assuming  that 
such  an  agreement  was  entered  into.  I  have  no  objec¬ 
tion  to  questioning  [296]  the  witness  as  to  his  knowl¬ 
edge  of  whether  or  not  there  was  such  an  agreement, 
but  the  form  of  the  question  is  objectionable. 

Examiner  Bryan:  Rephrase  it. 

Mr.  Kennedy :  I  take  it  that  there  will  be  no  con¬ 
test  as  to  whether  there  was  such  an  agreement, 
because,  apart  from  anything  else,  there  is  an  order 
of  the  Board,  it  is  Order  serial  number  31,  dated 
September  7,  1939,  disapproving  it  and  reciting  its 
terms. 

Mr.  Reynolds :  I  think  the  difficulty  comes  in  when, 
without  referring  to  the  agreement,  it  is  necessary 
in  some  manner  to  characterize  what  it  is,  and  an 
agreement  to  divide  the  territories  in  Europe  may  or 
may  not  be  an  accurate  description  of  such  a  thing. 

Examiner  Bryan:  All  right,  you  can  rephrase  it. 

By  Mr.  Kennedy: 

Q.  Well,  Mr.  Lehman,  are  you  aware  of  the  fact  that 
there  was  an  agreement  dated  September  22,  1938,  between 
Pan  American  and  American  Export  Lines  with  reference 
to  the  territories  in  Europe  to  which  Pan  American  and 
American  Export  Lines  would  operate?  A.  I  am  not  aware 
of  the  details.  I  was  aware  of  the  fact  that  there  was  an 
attempt  to  go  before  the  C.  A.  B.  on  the  part  of  the  two 
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companies  to  have  an  agreement  as  to  routes  which  each 
company  would  have. 

Q.  Were  you  advised  of  the  negotiation  of  that  agree¬ 
ment  between  Pan  American  and  American  Export  Lines 
at  the  time  of  the  negotiation?  A.  No,  I  was  not  in  detail 
at  all.  I  heard  about  it.  [297]  I  have  a  vague  recollection 
of  having  heard  about  it.  But  I  know  that  I  was  not  a 
participant  in  the  negotiation  in  any  way. 

Q.  You  didn’t  participate  in  any  of  the  negotiations? 
A.  None  whatsoever. 

Q.  With  whom  did  you  discuss  the  agreement  prior  to 
its  being  made?  A.  I  don’t  remember  having  discussed  it 
myself.  I  don’t  remember  the  facts. 

Q.  Well,  did  you  ever  discuss  the  agreement  with  any¬ 
body  on  the  Pan  American  side?  A.  I  didn’t  discuss  the 
agreement.  What  I  believe  I  did  and  my  only  recollection 
is  that  in  connection  with  one  trip  I  talked  to  them  about 
some  arrangement  of  that  kind.  The  details  I  did  not  enter 
into  at  all. 

Q.  Well,  how  did  you  know  that  Mr.  Trippe  was  talking 
to  the  American  Export  Lines  people  about  it?  A.  How 
did  I  know  that? 

Q.  Yes.  A.  I  don’t  remember,  but  I  have  a  recollection 
that  in  some  way  I  must  have  talked  to  Mr.  Trippe,  because 
I  think  I  asked,  I  probably  asked  him  to  talk  to  these  people 
about  it,  or  they  may  have  approached  him,  and  he  may 
have  mentioned  it  to  me.  I  don’t  remember  the  detail.  That 
is  a  good  long  time  ago. 

Q.  Well,  do  you  know  who  originated  the  idea  that  there 
might  be  such  an  agreement?  A.  No,  I  do  not. 

Q.  Do  you  know  whether  it  originated  on  the  Pan  [298] 
American  side  or  the  American  Export  side?  A.  I  don’t 
know.  ; 

Q.  Did  you  discuss  the  matter  with  Mr.  Thomas  or  with 
Mr.  Hitchcock  or  Mr.  Szold?  A.  I  don’t  remember. 

Q.  Did  you  discuss  the  matter  with  anybody  in  the 
American  Export  Lines  side?  A.  I  don’t  remember  the 
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facts  at  all  about  that.  My  only  recollection  is  that  there 
was  a  tentative  arrangement  which  was  to  come  up  before 
the  C.  A.  B.  for  approval.  I  know  that  nothing  was  done. 
My  recollection  is  that  the  C.  A.  B.  didn't  approve  it. 

Q.  That  is  correct,  Mr.  Lehman.  Did  you  participate  in 
any  meetings  between  anybody  of  Pan  American  and  any¬ 
body  on  the  American  Export  Lines?  A.  I  don’t  remember 
having  done  so. 

Q.  Just  to  be  clear  about  the  matter,  when  you  say  you 
don’t  remember  is  it  that  you  don’t  recall  one  way  or  the 
other  or  that  you —  A.  I  don’t  think  I  did  participate  in 
any  meetings. 

Q.  Now,  are  you  familiar  with  the  fact — strike  it.  I 
don’t  want  to  assume.  But  do  you  know  whether  or  not  Mr. 
Trippe  and  Mr.  Coverdale  ever  had  any  discussions  looking 
toward  a  purchase  of  American  Export  Lines  by  Pan  Ameri¬ 
can?  A.  No,  I  do  not. 

Q.  You  don’t  know  whether  any  such  discussions  ever 
took  place?  A.  No,  I  do  not. 

Q.  You  were  never  informed  of  them?  [299]  A.  Not  to 
my  knowledge. 

Q.  Did  you  ever  hear  of  any  discussions  between  any- 
bodv  on  the  Pan  American  side  and  anvbody  on  the  Ameri- 
can  Export  Lines  side  looking  toward  an  acquisition  of 
American  Export  Lines  by  Pan  American?  A.  Not  to  my 
knowledge. 

Mr.  Kennedy:  Mr.  Examiner,  I  take  it  that  we 
can  take  notice  of  the  fact  that  the  agreement  that 
Mr.  Lehman  has  been  testifying  about  was  disap¬ 
proved  by  the  Board  under  date  of  April  7,  1939.  I 
want  to  ask  Mr.  Lehman  whether,  subsequent  to  the 
disapproval  of  the  agreement,  he  recalls  discussing 
with  anybody  on  the  American  Export  Lines  side 
the  question  of  whether  they  should  apply  for  a  cer¬ 
tificate  to  operate  transatlantic  air  service. 

The  Witness:  Not  to  my  knowledge.  I  don’t 
remember  anything  of  that  kind. 
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By  Mr.  Kennedy: 

Q.  l:ou  never  discussed  it  at  all?  A.  I  don’t  remember 
having  discussed  it.  I  took  no  part  in  those  negotiations 
whatsoever  that  you  speak  of. 

Q.  At  any  time  during  the  pendency  of  the  application 
of  American  Export  Lines  did  you  discuss  the  matter  with 
anybody  in  Pan  American  or  in  American  Export  Lines? 
A.  I  don’t  believe  I  did.  I  don’t  remember. 

-  Q.  Now,  apart  from  these  discussions  between  Mr. 
Trippe  and  Mr.  Coverdale  about  which  I  asked  you,  did  you 
ever  take  part  or  suggest  any  negotiations  looking  toward 
an  acquisition  of  American  Export  Lines  by  Pan  Ameri¬ 
can?  A.  I  don’t  think  so.  Not  personally  that  I  know  of. 
[300]  I  don’t  think  I  ever  mentioned  the  subject. 

Q.  Did  you  ever  hear  of  any  such  negotiations?  Were 
you  ever  informed  of  any?  A.  I  said  I  didn’t  remember. 

Mr.  Reynolds:  I  am  afraid  this  is  getting  far 
beyond  the  realm  of  cross  examination.  I  object. 
After  having  ascertained  from  the  witness  that  he 
had  no  participation,  no  knowledge,  then  going  on 
and  asking:  Did  you  ever  hear  from  any  source, 
newspaper,  what  have  you,  I  think  has  no  probative 
value  in  this  proceeding. 

Mr.  Kennedy:  Let  me  ask  it  so  that  it  will  be  in 
the  nature  of  testimony  or  an  admission  by  a  party. 

Bv  Mr.  Kennedy: 

j 

Q.  Did  you  ever  discuss  the  subject  with  any  of  your 
partners  or  with  anybody  in  the  American  Export  Dines 
side  or  anybody  in  the  Pan  American  side?  A.  Discuss  the 
acquisition? 

Q.  Yes.  A.  Not  to  the  best  of  my  recollection. 

Q.  Now,  Mr.  Lehman,  wdll  you  turn  to  Exhibit  PC-85, 
please? 

Mr.  Seligman :  Two  pages  ?  I 

Mr.  Kennedy:  That  is  right.  ; 
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By  Mr.  Kennedy : 

Q.  I  might  say  preliminarily  that  this  is  a  multilith 
copy  of  a  document  that  was  obtained  from  the  files  of 
Lehman  Brothers.  I  am  going  to  ask  you  first  whether 
you  recognize  the  handwriting?  A.  No,  I  don’t  recognize 
the  handwriting,  and  I  don’t  know  what  this  is  all  about, 
frankly.  I  don’t  understand  [301]  what  this  is. 

Q.  Is  the  form  of  the  document  submitted  to  you,  is  it 
a  Lehman  Brothers  form?  A.  No,  it  is  not.  I  don’t  usually 
go  into  this  type  of  thing,  even  if  they  have  these  records. 

Q.  Have  you  ever  seen  the  document  before?  A.  Not 
to  my  knowledge. 

Q.  Can  you  tell  from  the  document — strike  that.  Will 
you  refer  to  this  Exhibit  PC-86,  please.  A.  Yes,  1  have 
read  this. 

Q.  Do  you  recall  what  Mr.  Kahn  was  trying  to  get  Mr. 
Trippe  for?  A.  No,  I  haven’t  the  vaguest  memory. 

Q.  Would  it  have  been  in  connection  with  the  pending 
negotiations  between  Pan  American  and  American  Over¬ 
seas?  A.  I  haven’t  the  vaguest  idea  what  this  is,  so  I 
couldn’t  answer  that.  It  is  completely  new  to  me. 

Q.  When  were  you  first  informed  of  the  pendency  of 
negotiations  between  Pan  American  and  American  Over¬ 
seas,  Mr.  Lehman?  A.  I  don’t  remember.  I  would  have 
no  way  of  knowing  what  period  the  negotiations  were  in  or 
when  I  was  informed  about  that.  That  happened  a  good 
many  years  ago,  and,  as  I  said,  I  only  have  a  vague  recollec¬ 
tion  of  the  incident  of  the  negotiations. 

Mr.  Kennedy:  Mr.  Examiner,  I  don’t  have  copies 
of  this  for  distribution  this  afternoon,  and  I  don’t 
know  whether  counsel  think  it  is  necessary  to  mark 
it  as  an  exhibit  in  this  case.  But  I  have  before  me 
a  document  marked  PC-219  in  the  [302]  Pan  Ameri¬ 
can- American  Overseas  merger  case.  This  document 
was  offered  in  and  received  in  evidence  as  an  exhibit 
of  Public  Counsel  in  that  case,  and  it  was  supplied 
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to  us  jointly  by  Pan  American  and  American  Over¬ 
seas.  It  details  the  conversations  which  were  had 
between  representatives  of  people  on  the  Pan  Ameri¬ 
can  side  and  people  on  the  American  Overseas  side 
relating  to  the  merger  agreement  which  was  executed 
on  December  13,  194S.  I  would  just  like  to  ask  Mr. 
Lehman  to  take  these  dates  subject  to  correction. 

Mr.  Seligman:  May  I  ask  by  whom  this  \vas 
prepared? 

Mr.  Kennedy:  Yes,  it  was  prepared  by  counsel 
for  American  Overseas  and  counsel  for  Pan  Ameri¬ 
can.  That  was  done  at  our  request,  and  it  was  made 
available  to  us,  and  we  offered  it  as  an  exhibit, 
Exhibit  PC-219,  in  the  merger  case. 

Mr.  Seligman :  If  counsel  for  Pan  American  states 
that  it  is  correct,  I  am  willing  to  accept  it.  I 

Mr.  Reynolds :  As  I  understand  the  exhibit,  there 
is  no  mention  of  any  name  of  any  Lehman  Brothers 
partner. 

Mr.  Kennedy:  That  is  correct. 

Mr.  Reynolds:  Or  any  employee  of  any  kind.  I 
certainly  stipulate,  subject  to  counsel  proving  some 
relevancy,  that  this  exhibit  is  correct  as  it  was  intro¬ 
duced  in  the  other  case. 

By  Mr.  Kennedy: 

Q.  Now,  Mr.  Lehman,  I  would  like  you  to  look  at  that 
and  take  those  dates,  subject  to  correction,  because  they 
are  the  dates  that  were  supplied  to  us  as  the  dates  of  the 
steps  in  the  negotiations  of  the  Pan  American-American 
Overseas  merger.  j 

[303]  Mr.  Seligman:  Mr.  Lehman  asks  who  was 
Mr.  Cheston. 

Mr.  Reynolds :  He  is  a  director  of  American  Air¬ 
lines. 
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Mr.  Kennedy :  I  think  in  view  of  the  fact  that  we 
have  had  discussions  on  this  on  the  record,  I  might 
have  it  marked  for  identification  as  Exhibit  PC-223, 
if  that  is  agreeable. 

Examiner  Bryan :  All  right,  it  will  be  marked  for 
the  purpose  of  identification  Exhibit  PC-223. 

(The  document  referred  to,  marked  as  Exhibit 
PC-219  in  the  Pan  American- American  Overseas 
merger  case,  was  marked  for  identification  Exhibit 
PC-223.) 

The  Witness :  This  is  in  connection  with  the 
acquisition  by  Pan  American - 

Mr.  Kennedy :  It  is  in  connection  with  the  acquisi¬ 
tion  of  American  Overseas  by  Pan  American.  The 
negotiations  were  carried  on,  of  course,  principally 
by  American  Airlines. 

The  Witness:  What  does  C.  R.  Smith  have  to  do 
with  it? 

Examiner  Bryan:  Do  you  want  to  go  off  the 
record  and  clear  that  up? 

Mr.  Kennedy:  Yes,  Mr.  Examiner. 

Examiner  Bryan:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Bryan:  On  the  record.  Mr.  Lehman, 
will  you  make  a  statement  with  respect  to  the  ques¬ 
tions  that  you  have  been  answering  and  what  your 
understanding  of  them  is. 

The  Witness :  The  questions  which  I  have  just 
answered  have  referred  to  any  negotiations  which 
might  have  occurred  a  good  many  years  ago  between 
Pan  American  and  American  Export  [304]  Lines. 
I  did  not  understand  that,  the  last  question  as  to 
acquisition  of  American  Overseas  referred  to  the 
more  recent  negotiations. 
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By  Mr.  Kennedy : 

Q.  Mr.  Lehman,  taking,  subject  to  correction,  the 
accuracy  of  the  dates  shown  in  this  Exhibit  PC-223,;  can 
you  tell  us  approximately  when  you  were  first  informed  of 
the  negotiations  between  Pan  American  and  American 
Overseas?  A.  I  can’t  give  you  any  approximate  time.  I 
can  only  guess  that  I  heard  about  the  conversations  going 
on  possibly  at  the  time  that  they  were  actively  negotiating. 
But  I  don’t  know  of  any  direct  conversations  that  I  had 
about  the  matter. 

Q.  From  whom  did  you  first  hear  about  the  discussions? 
A.  I  don’t  remember.  j 

Q.  Was  Mr.  Trippe  the  first  to  inform  you  of  them?  A. 
I  don’t  remember.  I  do  remember  having  heard  about  the 
negotiations  at  some  period,  but  I  don’t  even  remember 
that  Haynes  carried  on  conversations. 

Q.  Do  you  recall,  apart  from  whether  he  was  the  first 
one  to  advise  you,  when  you  first  heard  of  the  conversations 
from  Mr.  Trippe?  A.  I  can’t  identify  the  time.  All  1  can 
say  is  that  I  did  at  one  time  hear  of  negotiations  for  the 
acquisition  of  American  Overseas. 

Q.  As  far  as  you  can  recall,  did  Mr.  Trippe  first  tell;  you 
about  them?  A.  I  don’t  remember  whether  Mr.  Trippe  told 
me  or  discussed  it  at  a  board  meeting  or  just  what. 

[305]  Q.  You  don’t  recall  his  having  advised  you  infor- 

mallv?  A.  I  don’t  remember. 

* 

Q.  Now,  at  the  time  these  negotiations  were  going  on 
Mr.  Thomas  was  a  member  of  the  board  of  directors  of 
American  Export  Lines,  was  he  not?  A.  Yes,  I  believe  so. 
The  record  will  show  that. 

Q.  Yes.  I  think  we  can  agree  that  he  was  a  director 
of  American  Export  Lines  and  Mr.  Hancock  was  a  director. 
A.  I  think  so. 

Q.  Did  you  discuss  with  either  of  those  gentlemen  the 
negotiations  that  were  pending  then  between  American 
Overseas  and —  A.  I  don’t  believe  I  had  any  part  in 
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those  negotiations  or  conversations  until  the  agreement  was 
pretty  far  along.  I  don’t  think  I  was  informed,  in  other 
words,  until  the  agreement  had  taken  place.  I  don’t  know 
whether  it  was  because  I  was  away  or  not,  but  I  have  no 
recollection  of  taking  any  active  part  or  any  active  conver¬ 
sations  pertaining  to  that  acquisition. 

Q.  Well,  may  I  ask  you  to  look  again,  Mr.  Lehman,  at 
Exhibit  PC-85  and  Exhibit  PC-86.  I  will  ask  you,  well, 
to  look  at  Exhibit  PC-86,  and  I  will  ask  you  whether,  in 
view  of  the  date  of  that  memorandum,  you  were  trying  to 
reach  Mr.  Trippe  to  discuss  with  him  the  pending  negotia¬ 
tions  for  the  merger  of  Pan  American  and  American  Over¬ 
seas? 


Mr.  Reynolds :  I  object  to  the  question  inferring 
that  Mr.  Lehman  was  trying  to  reach  Mr.  Trippe, 
because  the  exhibit  does  not  so  indicate. 

The  Witness:  I  don’t  remember  anything  about 
this  [306]  exhibit,  that  is,  Exhibit  PC-85.  I  don’t 
remember  having  seen  any  memorandum  of  that 
kind.  As  I  say,  this  memorandum  signed  “Herman 
Kahn”  is  completely — I  don’t  remember  anything 
about  it.  I  don’t  know  what  it  referred  to. 

Q.  Do  you  recall  any  discussions  with  Mr.  Thomas  or 
Mr.  Hancock  about  this  contemplated  merger  while  it  was 
pending,  while  the  negotiations  for  it  were  pending?  A. 
No,  I  do  not. 

Q.  Do  you  recall  any  discussions  with  anybody  in  Ameri¬ 
can  Export  Lines  about  it?  A.  No,  I  do  not.  I  believe  I 
remember  asking  the  Board  whether  the  Board  had 
approved  it  or  was  to  approve  it,  something  of  that  nature, 
but  I  never  had  any  part  in  these  negotiations,  and  our 
firm  was  not  in  any  vray,  that  I  know  of,  connected  with 
any  interest  in  fee  or  anything.  This  was  not  a  firm  matter. 
This  was  a  matter  between  two  companies  and  the  officers 
of  those  companies,  as  far  as  I  know. 


197 


Robert  Lehman,  for  Civil  Aeronautics — Direct. 

Q.  Well,  Mr.  Lehman,  yonr  firm  and  its  partners  are 
substantial  stockholders  in  American  Export  Lines?  A. 
Yes. 

Q.  And  you  were  aware  of  the  fact  that  at  the  time  of 
the  discussions  that  went  on  between  American  Overseas 
and  Pan-American,  American  Export  Lines  was  a  20  per¬ 
cent  stockholder  of  American  Overseas?  A.  I  was  aware 
of  that. 

Q.  Wouldn’t  you  think  that,  in  view  of  the  substantial 
holdings  of  stock  you  had  in  American  Export  Lines  and 
in  turn  American  Overseas  that  you  and  your  firm  had  a 
[307]  legitimate  interest  in  that  situation?  A.  My  feeling 
about  that,  I  am  sure,  was  and  would  be  that  American 
Airlines  is  a  very  good  sponsor  for  any  company,  arid  I 
would  be  just  as  glad  to  have  stock  in  a  company  that  was 
managed  by  American  Airlines  as  I  would  in  any  of  the 
other  major  airline  companies.  We  weren’t  worried  about 
our  stock  as  far  as  my  recollection  is  concerned.  It  is  just 
a  question  of  whether  American  Airlines  wanted  to  relieve 
itself  of  the  interest  and  Pan  American  wanted  to  buy  it. 
The  stockholders  were  protected  in  either  case,  as  far  as 
I  was  concerned.  I 

Q.  Are  you  aware  of  the  fact  that  American  Export 
Lines  eventually,  on  authorization  of  its  board  of  directors, 
intervened  in  the  Pan  American- American  Overseas  merger 
case  and  opposed  the  transaction  on  the  ground  that  the 
price  was  not  a  proper  one  for  the  American  Overseas 
investment?  A.  Yes,  I  remember  that  they  did. 

Q.  Now,  did  you  discuss  that  subject  with  Mr.  Thomas 
or  Mr.  Hancock  before  the  decision  to  intervene  was  made? 
A.  I  think  they  mentioned  the  fact  that  they  were  interven¬ 
ing,  that  the  company  was  intervening.  My  recollection  is 
that  I  knew  that  they  had  or  were  going  to  intervene. 

Q.  Did  you  express  any  opinion  as  to  whether  or  not  the 
company  should  intervene,  that  is,  American  Export  Lines? 
A.  I  don’t  think  I  did.  I  don’t  remember  having  ever 
expressed  any  opinion. 
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Q.  Did  they  express  to  you  any  opinion  as  to  their 
judgment  on  the  matter?  [308]  A.  No,  I  don’t  remember 
the  facts,  but  in  all  probability  if  they  were  going  to  inter¬ 
vene  I  probably  asked  them  why,  and  it  was  probably  a 
question  of  price.  That  was  a  question  of  individual  judg¬ 
ment.  That  is  conjecture.  I  can’t  tell  you  the  facts  defi¬ 
nitely. 

Q.  You  can’t?  A.  That  is  conjecture.  I  assume  that  is 
what  happened. 

Mr.  Seligman:  Mr.  Examiner,  I  move  that  that 
be  stricken  out.  I  mean  the  witness’s  response  which 
is  conjecture. 

Examiner  Bryan:  It  isn’t  very  beneficial  as  far 
as  the  record  is  concerned.  Proceed. 

By  Mr.  Kennedy: 

Q.  Can  you  recall  what  Mr.  Thomas  or  what  Mr.  Han¬ 
cock  said  to  you  on  the  subject?  A.  No,  I  cannot. 

Q.  Let  me  ask  you  whether  it  was  Mr.  Thomas  or  Mr. 
Hancock  or  whether  it  was  both?  A.  As  I  said  before,  it 
would  have  been  natural  if  they  were  intervening  for  me 
to  ask  why.  I  don’t  remember  whether  I  did  or  not.  I 
can’t  remember  the  facts. 

Q.  Did  anyone  in  Pan  American  ask  vou  at  anv  stage, 
either  prior  to  or  subsequent  to  the  consummation  of  the 
agreement,  to  try  to  enlist  American  Export  Lines  for  the 
agreement?  A.  Anyone  in  American  Airlines? 

Q.  Anyone  in  Pan  American.  A.  No,  not  that  I  know  of. 

Q.  Did  you  ever  discuss  with  anyone  in  Pan  American 
[309]  the  position  that  American  Export  Lines  was  taking 
with  respect  to  the  arrangements?  A.  Not  to  my  recol¬ 
lection. 

Q.  Mr.  Lehman,  do  you  recall  whether  or  not  you  were 
present  at  the  directors’  meeting  of  Pan  American  which 
took  place  to  ratify  the  December  13,  194S,  agreement  with 
American  Overseas  ?  A.  I  can ’t  tell  you  definitely  whether 
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I  was  or  not.  My  recollection  is  that  I  was  there,  but  I 
am  not  definite.  The  record  will  show  that. 

Q.  Do  you  recall  voting  to  ratify  it1?  Do  you  recall 
voting  on  the  subject?  A.  If  I  was  there,  I  voted  to  ratify 
it,  I  am  sure,  but  I  don’t  remember  definitely. 

Q.  Are  you  aware  of  the  fact  that  some  nine  months 
after  the  execution  of  the  original  Pan  American- American 
Overseas  agreement,  it  was  amended  to  provide  a  some¬ 
what  different  price  for  the  properties  of  American  Over¬ 
seas?  A.  I  have  some  recollection  of  that,  yes. 

Q.  Did  you  participate  in  any  of  the  negotiations  which 
led  to  the  amendment  of  the  original  agreement?  A.  No, 
I  did  not. 

Q.  Did  you  discuss  any  proposed  amendment  with  any¬ 
body  in  Pan  American?  A.  No,  I  did  not. 

Q.  Or  with  anyone  in  American  Export?  A.  The  only 
facts  I  might  have  known  w’ere  those,  if  any,  that  were  dis¬ 
cussed  at  the  board  meeting  of  Pan  American.  Whether 
they  were  or  not,  I  don’t  remember. 

[310]  Q.  Now,  did  Mr.  Thomas  or  Mr.  Hancock  inform 
you  of  the  proposed  amendment  at  any  time?  A.  No,  I 
don’t  think  so.  I 

Q.  The  only  information  as  to  it  came  in  the  course  of 
your  duties  as  director  of  Pan  American?  A.  I  believe 
that  is  how'  I  heard  about  it.  I 

Q.  You  don’t  recall  being  advised  informally  by  any- 
bodv?  A.  I  might  have  been  advised  informallv  bv  Pan 
American,  but  I  did  know  about  it  at  one  time.  I  don’t 
know'  at  what  period.  j 

Q.  Now,  Mr.  Lehman,  do  you  recall  the  matter  coming 
before  the  board  of  directors  of  Pan  American  on  Sep¬ 
tember  13,  1949,  the  matter  being  the  amendment  of  the 
original  agreement?  A.  This  is  September  13th? 

Q.  That  is  right.  A.  There  was  another  meeting  on 

December  13tli  that  vou  have  referred  to? 

•  ! 

Q.  The  first  one,  the  original  agreement,  was  December 
13,  1948,  and  the  amendment  of  the  agreement  to  change 
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the  price  for  the  properties  of  Overseas  was  on  September 
13,  1949.  The  matter  came  before  the  board  of  directors 
of  Pan  American  on  that  date.  Do  you  recall  that  coming 
before  you?  A.  I  don’t  know  whether  I  was  there  or  not. 

Q.  I  show  you  an  exhibit,  Exhibit  PA-700,  page  2,  in  the 
Pan  American-Overseas  merger  case,  specifically  the  last 
sentence  on  page  2,  and  I  ask  you  whether  that  refreshes 
[311]  your  recollection?  A.  Yes.  Evidently  I  was  there 
and  didn’t  vote  on  the  point  because  I  was  in  an  indirect 
way  a  stockholder  of  American  Export.  I  evidently  was 
at  the  meeting. 

Q.  And  your  reason  for  not  voting  was  because  of  your 
interest  in  American  Export  Lines.  Is  that  correct?  A.  I 
believe  so.  If  that  was  the  reason,  it  was  stated  at  the 
meeting. 

Q.  Well,  the  minutes  don’t  show  any  statement  of  your 
reason,  Mr.  Lehman.  A.  I  imagine  that  was  the  reason.  In 
fact,  I  am  convinced  it  was.  The  secretary  of  Pan  Amer¬ 
ican’s  meeting  may  know. 

Q.  Would  you  tell  us,  coming  up  to  the  subject  of 
National  Airlines,  Mr.  Lehman,  what  your  first  contact  was 
with  the  management  of  National  Airlines?  A.  Well,  Mr. 
Thomas  was  a  friend  of  Mr.  Baker,  and  through  Mr.  Thomas 
I  met  Mr.  Baker  personally.  That  is  the  only  connection 
I  have  had  with  the  management  of  National  Airlines — that 
I  knew  Mr.  Baker  personally. 

Q.  Do  you  recall  about  when  you  were  first  introduced 
to  Mr.  Baker  by  Mr.  Thomas?  A.  No,  I  do  not. 

Q.  Would  you  turn  to  Exhibit  PC-81,  please,  Mr.  Leh¬ 
man.  That  is  a  letter  from  you  to  Mr.  Trippe,  as  it  indi¬ 
cates.  I  refer  you  particularly  to  the  last  paragraph.  I 
want  to  ask  vou  whether  vou  recall  what  the  message  was 

v  v  O 

which  Mr.  Trippe  gave  you  to  give  to  Mr.  Baker?  A.  I 
don’t  remember. 

[312]  Q.  WTould  it  have  been  about  a  possible  acquisi¬ 
tion  by  Pan  American  of  National  or  possible  acquisition 
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by  Pan  American  of  an  interest  in  National?  A.  I  don’t 
remember,  sorry. 

Q.  Now,  prior  to  the  summer  of  1948 — and  I  want  to 
take  up  the  situation  in  the  summer  of  1948 — did  you  ever 
discuss  with  anyone  in  National  or  with  anyone  in  Pan 
American  or  with  Mr.  Thomas  the  possible  merger  of  Pan 
American  and  National  or  the  possibility  of  an  acquisition 
by  Pan  American  of  an  interest  in  National?  A.  I  don’t 
remember  doing  so. 

Q.  Well,  have  you  had  discussions  on  that  subject  that 
you  can’t  place  as  to  time,  or  is  that  the  difficulty?  A.  We 
had  discussions  of  the  acquisition  of  stock  recently,  and  I 
don’t  know — I  believe  the  first  time  I  heard  of  any  such 
interest  was  when  I  heard  of  the  Grace  acquisition  of  stock 
which  was  made  before  I  knew  anything  about  it.  Previous 
to  that  I  don’t  remember  any  conversations  referring  to  the 
acquisition  by  Pan  American  of  National. 

Q.  You  don’t  recall  any  prior  to  your  first  hearing  that 
Grace  had  acquired  stock?  A.  I  don’t  remember  any  men¬ 
tion  of  Grace  having  acquired  stock  previous  to  the  time 
I  heard  they  bought  stock  and  an  option,  I  believe. 

Mr.  Kennedy:  May  I  have  the  last  answer  read 
back. 

Examiner  Brvan:  Read  the  answer. 

(The  reporter  read  the  last  answer.) 

The  Witness:  That  would  be  recently. 

[313]  By  Mr.  Kennedy: 


Q.  What  I  am  trying  to  get  at — perhaps  my  question 
wasn’t  too  clear — was  this:  Have  you  at  any  time  prior  to 
the  summer  of  1948  discussed  with  anyone  in  National  or 
anyone  in  Pan  American  or  with  Mr.  Thomas  the  subject 
of  the  merger  of  National  and  Pan  American  or  the  acquisi¬ 
tion  by  Pan  American  of  an  interest  in  National?  A.  I 
don’t  remember. 
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Examiner  Bryan:  You  don’t  remember  having 
discussed  it? 

The  Witness:  I  don’t  remember  having  discussed 
it. 

By  Mr.  Kennedy: 

Q.  Would  you  turn  to  Exhibit  PC-73,  please,  Mr. 
Lehman.  Have  you  ever  seen  this  memorandum  before? 
A.  I  don’t  think  I  saw  this  memorandum.  I  don’t  remem¬ 
ber  having  seen  it,  rather. 

Q.  Mr.  Baker  came  to  New  York  in  the  summer  of  194S. 
I  wanted  to  ask  you  whether  he  called  on  you  at  that  time 
to  discuss  the  situation  in  National?  A.  I  don’t  remember. 
I  don’t  remember  any  of  these  details  as  to  the  subject 
being  taken  up. 

Q.  Bo  you  recall  Mr.  Baker  coming  to  New  York  in 
the  summer  of  1948  and  discussing  with  you  the  situation 
in  National  at  that  time?  A.  You  see,  it  may  be  that  I  was 
in  Europe  at  that  time.  I  believe  that  in  1948  at  that  time 
I  was  in  Europe.  It  may  be  that  that  is  why  I  don’t  have 
any  recollection  or  don’t  know  anything  about  the  detail. 

Q.  In  anv  case,  you  don’t  recall  of  any  discussions 
[314]  with  Mr.  Baker  or  the  general  situation  in  National 
in  the  summer  of  1948?  A.  No,  not  at  that  time. 

Q.  Did  you  know  that  he  contemplated  calling  on  Mr. 
Trippe  at  that  time?  A.  I  don’t  remember.  I  don’t  remem¬ 
ber  any  of  the  details. 

Q.  Did  you  ever  hear  afterwards  that  he  had  discussed 
with  Mr.  Trippe  in  the  summer  of  194S —  A.  I  can ’t  identify 
the  time,  but  I  know  that  he  has  had  meetings — I  knew 
that  he  had  had  meetings  from  time  to  time,  whether  they 
were  after  1948  or  before,  with  Mr.  Trippe. 

Q.  Do  you  recall  his  ever  advising  you  that  he  had 
discussed  with  Mr.  Trippe  the  possible  acquisition  by  Pan 
American  of  an  SO  percent  interest  in  the  operations  and 
routes  and  properties  of  National  Airlines?  A.  I  have  a 
recollection  of  his  having  discussed  this  deal  that  is  up  for 
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ratification  before  the  Board  now.  I  can’t  remember  any 
thought  of  his  selling  SO  percent  previous  to  that.  I  don’t 
remember  any  such  conversation. 

Q.  Perhaps  you  might,  if  you  can’t  place  it  in  terms  of 
dates,  place  it  in  terms  of  incidents.  Do  you  recall  Mr. 
Baker  informing  you  of  discussions  he  had  with  Mr.  Trippe 
during  the  National  Airlines  pilots’  strike?  A.  No,  I  do 
not.  I  remember  being  down  in  Miami  during  that  time 
discussing  the  pilots  strike  in  general  with  Mr.  Baker. 
He  came  over  and  we  were  together  there  for  a  visit,  and 
he  discussed  the  situation  with  me  then. 

[315]  Q.  Did  you  at  that  time  or  at  any  other  time 
suggest  to  him  that  he  call  on  Mr.  Trippe  and  discuss  with 
him  some  possible  arrangements  between  Pan  American 
and  National?  A.  I  don’t  remember  having  made  any 
appointment.  I  may  have  suggested  seeing  him,  if  he  did 
bring  that  up,  but  I  don’t  remember.  I  don’t  remember 
the  incident  at  all.  i 

Q.  You  don’t  remember  suggesting  to  Mr.  Baker  that 
he  might  call  on  Mr.  Trippe?  A.  In  connection  with  the 
pilots’  strike? 

Q.  In  connection  with  the  possible  arrangements 
between  Pan  American  and  National  at  any  time.  A.  I 
don’t  think  I  would  have  to  make  anv  suggestion  to  Mr. 
Baker.  If  he  wanted  to  see  Mr.  Trippe,  he  would  see  him. 
He  is  an  independent  man,  and  he  knows  Mr.  Trippe  as 
well  as  I  do  or  at  least  he  knows  him  very  well. 

Q.  Your  answer,  then,  I  take  it,  is  no,  you  made  no 
suggestion?  A.  No,  not  that  I  remember. 

Q.  Do  you  recall  Mr.  Baker  and  his  lawyer,  Mr.  Scott, 
coming  to  New  York  in  or  about  January,  1949,  to  discuss 
possible  arrangements  between  Pan  American  and  National 
with  Mr.  Trippe?  A.  I  couldn’t  identify  the  time.  If  Mr. 
Baker  came  to  town,  I  might  have  heard  of  it,  but  I  haven’t 
seen  Mr.  Baker  very  frequently. 

Q.  You  don’t  recall  seeing  him  in  the  early  part  of  1949 
and  discussing  this  subject  with  him?  A.  The  first  time 
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I  heard  of  this  acquisition  on  the  part  of  Grace  and  the 
option  that  was  granted  was  in  Florida  [316]  from  Mr. 
Baker,  as  I  remember  it.  From  that  point  on,  no  con¬ 
versations  I  had  made  any  impression  on  me.  I  don’t 
remember  any  incidents  of  any  importance. 

Q.  Do  you  remember  any  conversations  with  Mr.  Baker 
and  with  his  lawyer,  Mr.  Scott,  prior  to  the  offering  of 
stock  to  W.  R.  Grace  &  Company?  A.  No,  I  do  not.  I  had 
no  part  in  that  as  far  as  I  remember.  That  was  an  option 
which  was  arranged  between  Pan  American’s  officers  and 
Mr.  Baker,  as  far  as  I  know,  or  it  may  have  been  some 
of  the  directors  of  Pan  American  whom  I  didn ’t  know  were 
dealing. 

Q.  Did  Mr.  Thomas  or  Mr.  Fell  ever  advise  you  that 
they  had  attended  conferences  between  Mr.  Trippe  and 
other  Pan  American  people,  on  the  one  hand,  and  Mr. 
Baker  and  Mr.  Scott  on  the  other?  A.  Mr.  Fell  rode  down 
south  about  a  year  or  two  ago  with  a  group  of  Pan  Amer¬ 
ican  directors,  and  he  went  down  with  them  to  Florida. 
At  that  time  they  discussed  this  matter  with  Mr.  Trippe  or 
other  officers  while  they  were  in  the  plane,  but  I  don’t 
remember  any  details.  I  am  not  sure  whether  he  did. 

Q.  No,  this  would  have  been  a  meeting  at  which  Mr. 
Trippe  and  Mr.  Baker  were  the  principals,  and  it  was 
attended  also  apparently  by  Mr.  Thomas  and  Mr.  Fell. 
Were  you  ever  informed  of  any  such  meeting?  A.  I  don’t 
remember  any  such  meeting. 

Q.  Since  you  can  place  the  purchase  of  stock  of  National 
by  W.  R.  Grace  &  Company,  perhaps  you  could  just  answer 
this  general  question,  Mr.  Lehman:  Do  you  recall  [317] 
participating  in  or  being  informed  of  any  negotiations 
between  Pan  American  and  National  prior  to  the  purchase 
by  W.  R.  Grace  &  Company  of  stock  in  National?  A.  No, 
I  don’t  remember. 

Q.  Now,  subsequent  to  the  purchase  of  stock  by  W.  R. 
Grace  &  Company  in  National  Airlines,  there  were  further 
discussions  between  Pan  American  and  Grace,  and  eventu- 
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ally  between  Pan  American  and  National.  Were  you  ever 
informed  of  those  discussions  or  participate  in  them?  A. 
I  may  have  been  informed  of  them,  but  I  don’t  remember 
them  specifically. 

Q.  Apart  from  whether  you  were  informed  of  them,  did 
you  ever  participate  in  any  such  discussions?  A.  Not  that 
I  remember. 

Q.  So  far  as  you  know,  were  any  of  your  partners  ever 
participants  in  any  such  discussions?  A.  Prior  to  the 
acquisition  and  option  of  Grace? 

Q.  Well,  take  it  both  ways,  both  prior  and  subsequent, 
and  apart  from  that  one  meeting  at  which  Mr.  Thomas  and 
Mr.  Fell  were  present.  A.  I  don’t  know  to  what  extent  they 
were  active  in  the  negotiations. 

Q.  Did  they  ever  inform  you  of  attendance  at  any  meet¬ 
ings  between —  A.  I  don’t  remember  any  such  meeting. 

Examiner  Bryan:  Excuse  me.  Do  I  understand 
correctly  that  you  first  heard  of  the  acquisition  of 
the  National  stock  by  Grace  after  the  acquisitioh? 

i 

A.  That  is  my  recollection. 

[318]  By  Mr.  Kennedy: 

Q.  When  did  you  first  hear  of  the  arrangements  which 
contemplated  the  ultimate  acquisition  by  Pan  American  of 
some  30  percent  of  National’s  stock  and  the  ultimate  acqui¬ 
sition  by  W.  R.  Grace  &  Company  of  some  18  percent  of 
National’s  stock?  A.  Well,  I  probably  was  informed  Of  it 
at  a  directors’  meeting  of  Pan  American.  I  can’t  identify 
it.  When  I  mention  Grace,  I  am  not  sure  whether  it  was  the 
acquisition  of  the  stock  on  the  part  of  the  Grace  interests 
or  the  Grace-Pan  American-Grace.  I  am  not  sure  of  that. 

Q.  You  can  take  this  subject  to  verification  that  it  was 
by  W.  R.  Grace  &  Company.  A.  As  I  say,  I  didn’t  want  to 
mislead  you.  I  am  not  sure  which  of  those  it  was. 
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Q.  'Well,  your  first  information  as  to  the  arrangements 
pursuant  to  which  Pan  American  was  to  acquire  30  per¬ 
cent  of  National’s  stock  and  W.  R.  Grace  &  Company  was 
eventually  to  come  out  with  IS  percent  of  National’s  stock 
was  subsequent  to  the  making  of  those  arrangements.  Is 
that  right?  A.  Subsequent  to  the  purchase  on  the  part  of 
the  W.  R.  Grace  interests  of  that  stock.  I  don't  remember 
what  followed  or  whether  or  not  there  was  discussion  pre¬ 
viously.  I  know  that  I  was  away  part  of  the  time.  I  was 
down  south,  as  I  told  you. 

Q.  I  think  we  can  get  this  straightened  out  later,  Mr. 
Lehman.  I  don’t  want  to  burden  you  with  a  lot  of  docu¬ 
mentation.  W.  R.  Grace  &  Company  purchased  174,000 
shares  [319]  of  National  on  March  2, 1950.  The  contractual 
offer  to  W.  R.  Grace  of  those  shares  was  in  the  latter  part 
of  February.  I  am  sorry,  I  meant  to  say  1949.  The  offer 
was  in  the  latter  part  of  February,  1949.  Thereafter,  on 
March  30,  1949,  a  different  arrangement  was  made  which 
contemplated  that  after  a  certain  amount  of  transfers  of 
stock  Pan  American  would  have  30  percent  of  National’s 
stock  and  W.  R.  Grace  &  Company  would  have  IS  percent. 
What  I  am  asking  vou  about  is  that  latter  situation.  Did 
you  ever  hear  of  that  March  30th  arrangement  before  it 
was  made?  A.  I  don’t  believe  so. 

Q.  Do  you  recall  whether  or  not  the  final  contracts 
which  were  made  between  Pan  American  or  the  March  30th 
memorandum,  either  the  final  contracts  or  the  March  30th 
memorandum  between  Pan  American  and  National  and 
W.  R.  Grace  &  Company  were  ever  submitted  to  the  Pan 
American  board  for  authorization  or  ratification?  A.  Well, 
I  assume  they  must  have  been  before  they  were  actually 
ratified. 

Q.  Do  you  recall?  A.  I  don’t  recall. 

Q.  Do  you  recall  being  present  when  they  were  author¬ 
ized  or  ratified?  A.  I  don’t  recall  the  incident. 

Q.  You  don’t  recall?  A.  No,  I  don’t. 

Q.  You  don’t  recall  voting  on  the  matter?  A.  No. 
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Q.  Mr.  Lehman,  are  you  aware  of  the  fact  that  Mr. 

[320]  Baker  has  recently  been  authorized  by  his  board  of 
directors  to  attempt  to  renegotiate,  and  failing  renegotia¬ 
tion,  to  cancel  the  agreements  with  Pan  American  and  with 
W.  R.  Grace  &  Company?  A.  I  wasn’t  aware  that  he  had 
been  authorized  by  his  board  of  directors,  but  I  knew  that 
he  was  attempting  or  had  an  intention  to  try  to  change  the 
contract. 

[321]  Q.  Has  Mr.  Baker  ever  discussed  that  subject 
with  you?  A.  No,  he  has  not.  The  first  indication  of  that 
was  information  I  got  at  the  directors’  meeting  of  Pan 
American,  the  first  time  I  heard  of  it. 

Q.  What  were  you  advised  at  the  directors’  meeting  of 
Pan  American?  A.  That  Mr.  Baker  contemplated  making 
an  attempt  to  change  the  terms  of  the  transaction. 

Q.  Was  the  Board  of  Directors  asked  to  take  any  vote 
on  the  matter  or  authorize  any  action  by  its  mangement? 
A.  No,  they  were  not.  They  were  informed  of  this  and  that 
is  all. 

Q.  Were  you  asked  for  an  expression  of  opinion  as  to 
what  the  company’s  course  should  be  in  that  situation?  A. 
No,  we  were  not. 

Q.  Were  you  asked  to  intervene  either  directly  or 
through  any  of  your  partners  with  Air.  Baker  to  try  to  work 
out  some  satisfactory  adjustment  between  Pan  American 
and  National?  A.  No,  I  was  not. 

Q.  Have  you  expressed  to  Mr.  Baker  or  to  any  one  in 
the  management  of  National  or  on  its  Board  of  Directors, 
any  opinion  as  to  the  desirability  of  course  he  is  presently 
pursuing?  A.  No,  I  have  not,  and  I  haven’t  mentioned  it  to 
any  partner.  This  came  up  at  the  Board  of  Directors  meet¬ 
ing  of  Pan  American  and  I  have  not  discussed  it  with  any 
one  excepting  at  this  time. 

[322]  Q.  Mr.  Lehman,  I  believe  the  record  contains  an 
indication,  or  will  contain  one,  sponsored  by  Pan  American, 
of  the  reason  why  its  management  thinks  it  is  desirable  to 
have  you  on  the  Board  of  Directors  of  that  company.  Could 
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you  give  us  some  statement  why  you  think  it  would  be  of 
advantage  to  United  Fruit  to  have  you  on  the  Board  of 
Directors  of  that  company?  A.  Of  course,  Mr.  Zemurray, 
I  read  this  memorandum  where  it  says  that  Mr.  Zemurray 
shortly  after  he  became  president — that  is  in  effect  a  little 
misleading,  he  had  been  president  for  a  considerable  num¬ 
ber  of  years.  He  retired  and  another  man  succeeded  him  as 
president.  After  about  a  period  of  one  or  two  years,  the 
president  retired  and  he  resumed  the  chief  responsibility, 
resumed  the  presidency  again.  I  have  known  Mr.  Zemurray 
and  he  has  known  me  for  many  years.  He  asked  me  to  go 
on  the  Board  because  I  would  be  helpful  to  him.  He  has 
been  a  very  successful  manager  of  that  company.  When 
he  went  into  the  United  Fruit  Company,  it  was  not  com¬ 
paratively  anything  like  the  company  it  is  now.  I  would 
best  refer  that,  I  think,  to  Mr.  Zemurray,  as  to  why  it  should 
be  helpful. 

Q.  Has  Lehman  Brothers  had  any  prior  connection  with 
United  Fruit  Company  in  the  way  of  underwritings  for 
them?  A.  No,  we  have  never  done  any  business  for  United 
Fruit,  that  I  know  of. 

Q.  Mr.  Lehman,  would  a  partner  who  is  a  director  of  a 
company  ordinarily  head  up  the  underwriting  for  that 
company  if  Lehman  Brothers  was  doing  it? 

Mr.  Seligman:  May  I  have  that  question  read 
again?  [323]  I  don’t  think  it  is  entirely  clear  to  Mr. 
Lehman. 

Examiner  Bryan :  Read  it,  please. 

(The  pending  question  was  read  by  the  reporter 
as  recorded.) 

Mr.  Seligman:  I  don’t  know  what  the  question 
means  by  the  partner  heading  up  the  underwriting, 
Mr.  Kennedy. 

Mr.  Kennedy:  Perhaps  I  might  ask  one  or  two 
other  questions- 
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By  Mr.  Kennedy: 

Q.  Mr.  Lehman,  when  your  firm  handles  an  underwrit¬ 
ing,  it  has  the  primary  responsibility  for  seeing  that  the 
job  is  done  correctly,  and  is  the  job  assigned  primarily  to 
one  partner?  A.  Generally  speaking,  the  partner  who  is 
responsible  for  the  contact  would  naturally  be  the  man  that 
the  company  heads  would  want  to  talk  to.  If  there  were  an 
underwriting  for  a  company  and  I  happened  to  be  the  direc¬ 
tor,  it  would  be  natural  for  him  to  talk  to  me  about  it.  I 
wouldn ’t  do  the  actual  work,  it  would  be  done  by  assistants, 
and  a  good  deal  of  it  would  be  done  by  lawyers.  A  great 
part  of  it  is  SEC  data  but  in  underwritings,  it  is  a  conven¬ 
tional  operation. 

Q.  Mr.  Lehman,  Exhibit  PC-210  refers  to,  well,  it  con¬ 
sists  of  extracts  from  the  minutes  of  Capital  Airlines1  and 
indicates  that  Lehman  Brothers  and  in  particular  Mr.  Ehr- 
man,  advised  with  the  Capital  Airlines  people  on  a  financing 
program,  and  I  want  to  ask  you  if  you  were  familiar  with 
that  situation  or  were  informed  of  it  at  all?  ! 

Mr.  Seligman:  May  I  just  ask  Mr.  Kennedy,  in 
order  to  be  [324]  sure  the  question  is  clear  if  the 
financing  is  in  the  sense  of  underwriting  or  if  the 
financing  is  in  the  sense  of  a  merger? 

Mr.  Kennedy:  No,  it  was  a  financing - 

Mr.  Seligman:  Usually,  in  Wall  Street,  financing 
means  an  underwriting.  i 

Mr.  Kennedy:  I  meant  a  refinancing  of  some 
Capital  Airlines  obligations  which  are  referred  to 
here. 

The  Witness :  I  think,  in  general,  as  I  remember 
it,  it  referred  to  a  capitalization  or  an  offering  in 
order  to  recapitalize. 

i 

By  Mr.  Kennedy:  i 

Q.  Yes.  A.  I  think  after  the  arrangements  were  talked 
out,  Mr.  Ehrman  did  inform  me  and  I  did  know  about  the 
situation  but  only  the  high  spots. 
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Mr.  Kennedy:  That  is  all  I  have,  Mr.  Examiner. 

Examiner  Bryan:  Shall  we  have  a  five-minute 
recess? 

Mr.  Seligman :  I  have  only  two  questions. 

Examiner  Bryan:  All  right,  proceed. 

Cross  examination  by  Mr.  Seligman : 

Q.  Mr.  Lehman,  I  would  just  like  to  make  perfectly 
clear  with  respect  to  Consolidated  Vultce.  During  the  time 
that  you  were  a  director  and  subsequently  during  the  time 
that  your  partner,  Mr.  Hertz,  has  been  a  director,  did  you 
ever  recommend  to  any  officer  or  employee  of  Pan  American 
that  they  should  purchase  Consolidated  Vultee  aircraft? 
A.  No,  I  did  not. 

[325]  Q.  Did  you  ever,  after  there  had  been  a  decision 
to  purchase,  participate  in  any  way  in  negotiations  or  dis¬ 
cussions  of  what  price  should  be  paid?  A.  No,  I  did  not. 

Q.  My  only  other  question  is,  without  wanting  to 
embarrass  you,  I  take  it  that  the  views  which  you  expressed 
as  to  why  you  thought  it  was  a  value  to  have  you  continue 
as  a  director  of  Pan  American,  which  appears  in  Exhibit 
No.  PA-11,  that  was  the  statement  made  back  in  1939.  Is 
that  still  vour  belief  as  to  the  reasons  about  it?  A.  I  think, 
in  all  modesty,  yes. 

Mr.  Seligman :  That  is  all.  Thank  you. 

Examiner  Bryan:  Continental,  any  questions? 

Pan  American? 

Mr.  Reynolds:  No  questions. 

Examiner  Bryan:  We  will  take  a  five-minute 
recess. 

(Short  recess.) 

Examiner  Bryan:  We  will  come  to  order,  gentle¬ 
men. 

Mr.  Kennedy? 

Mr.  Kennedy:  Mr.  Examiner,  we  will  now  call 
Mr.  Joseph  A.  Thomas. 
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Whereupon  Joseph  A.  Thomas  was  called  as  a  witness 
on  behalf  of  the  Civil  Aeronautics  Board  and,  having  been 
first  duly  sworn,  w’as  examined  and  testified  as  follows; 

i, 

Direct  examination  by  Mr.  Kennedy: 

Q.  Mr.  Thomas,  you  are  a  member  of  the  firm  of  Lehman 

[326]  Brothers?  A.  I  am.  ! 

Q.  When  did  you  become  a  member  of  that  firm  ?  A.  I 
assume  you  mean  partner  ? 

Q.  Yes.  A.  January  1,  1937. 

Q.  Prior  to  that  time,  you  were  associated  with  Lehman 
Brothers?  A.  As  an  employee. 

Q.  Would  you  turn,  please,  to  Exhibit  6,  page  2? 

Examiner  Bryan:  WTiose  exhibits  are  these? 

Mr.  Seligman:  Lehman  exhibits. 

By  Mr.  Kennedy :  1 

Q.  Have  you  read  the  statement  under  Heading  3, 
there?  A.  I  have. 

Q.  Is  that  a  correct  statement  of  the  circumstances 
under  wiiich  you  became  a  director  of  National  Airlines? 
A.  Yes,  it  is.  I  am  afraid  of  one  date  here,  I  don’t  believe 
it  w’as  as  early  as  1936.  I  think  it  w’as  1937. 

Q.  Would  you  look  on  the  same  page  under  heading  4. 
Is  that  a  correct  statement  of  the  circumstances  under 
which  you  became  a  director  of  American  Export  Lines? 
A.  That  is  correct. 

Q.  Now’,  Mr.  Thomas,  in  the  course  of  your  activities  as 
a  director  of  various  companies,  do  you  ever  discuss,  as  a 
general  matter,  your  problems  as  a  director  with  othfer 
members  of  the  Lehman  firm?  A.  No,  I  do  not. 

Q.  Wrould  you  ever  seek  their  advice  or  guidance  6n 

[327]  any  matter  that  came  before  you  as  a  director? 
A.  Conceivably  I  might  ask  their  opinion  on  the  mer¬ 
chandising  problem,  or  something  like  that,  but  nothing 
to  do  with  the  affairs  of  the  company. 
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Q.  Have  you  ever  at  any  time  consulted  any  of  your 
directors  as  to  the  affairs  of  National  Airlines? 

Mr.  Seligman:  Do  you  mean  directors,  or  part¬ 
ners? 

Mr.  Kennedy:  Partners. 

The  Witness:  I  have,  once.  Mr.  Fell  and  I  dis¬ 
cussed  it  once,  about  the  strike,  because  we  happened 
to  be  in  Florida  at  the  time. 

By  Mr.  Kennedy: 

Q.  Does  Mr.  Fell  have  any  interest  in  National  Airlines? 
A.  He  is  a  stockholder  and  he  and  I  have  known  Mr.  Baker 
close  to  fifteen  years,  known  him  as  personal  friends. 

Q.  How  are  decisions  as  to  the  purchase  of  aircraft  by 
National  made  by  National?  Do  they  require  ratification 
by  the  Board  of  Directors?  A.  Any  contract  that  exceeds 
$2,000  has  to  be  ratified  by  the  Board  of  Directors  of 
National.  Those  aircraft  purchases  are  made  primarily 
by  recommendations  of  the  Engineering  Committee  which 
is,  again,  served  up  through  the  Executive  Committee  to 
the  Board  of  Directors,  and  at  the  meeting  at  which  ratifi¬ 
cation  is  requested  by  the  management,  reasons  pro  and 
con  are  reviewed  and  given  all  the  background,  and  at  that 
time  a  vote  is  taken  and  the  contracts  are  ratified. 

Q.  And  you  have  participated  in  decisions  as  to  the 
[32S]  purchase  by  National  of  aircraft  in  the  course  of 
your  activities  with  National?  A.  I  have. 

Q.  Have  you  ever  discussed  with  the  management  of 
National  the  possibility  that  they  might  purchase  new  two- 
engine  aircraft?  A.  We  have  talked  about  it  but  we 
couldn’t  find  a  two-engine  aircraft  that  would  fit  our  par¬ 
ticular  specifications  of  route. 

Q.  Have  you  ever  discussed  with  the  management  of 
National  the  possible  purchase  of  Martin  equipment,  two- 
engine  equipment?  A.  We  looked  at  all  the  two-engine 
equipment  available. 
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Q.  That  would  include  Convairs  ?  A.  The  Martin,  Con- 
vair,  and  the  new  souped  up  Douglas.  Frankly,  -we  couldn’t 
find  any  that  would  fit  our  route  specifications. 

Q.  Have  you  ever  expressed  to  any  one  in  the  manage¬ 
ment  of  National  what  equipment  it  would  be  appropriate 
for  National  to  purchase?  A.  I  haven’t,  because  I  haven’t 
been  satisfied  with  any  of  them. 

Q.  Has  your  expressed  view  to  date  been  that  they 
shouldn’t  purchase  any?  A.  That  is  right. 

Q.  Were  you  a  director  of  National  when  it  acquired 
its  DC-6’s?  A.  I  believe  I  was. 

[329]  Q.  Did  that  matter  come  before  the  Boai*d  of 

Directors  of  National?  A.  Oh,  ves. 

7  *  #  ! 

Q.  And  you  voted  on  it?  A.  I  voted  on  it. 

Q.  And  you  voted  for  approval?  A.  I  voted  for 
approval.  The  company  had  had  Douglas  4’s  previous  to 
the  acquisition  of  the  6’s. 

Q.  Yes.  Have  you  participated  in  discussions  in  the 
National  Board  of  Directors  on  the  subject  of  proposed 
financing  by  National?  A.  Yes. 

Q.  And  have  you  in  those  discussions  ever  endeavored 
to  get  the  financing  business  for  Lehman  Brothers?  A. 
Well,  I  have  never  really  had  to  use  much  persuasion! 

Q.  You  would  consider  appropriate  subject  to  the  quali¬ 
fication  that  Mr.  Lehman  stated  this  morning  about  not 
wanting  to  do  anything  to  the  disadvantage  of  your  com¬ 
pany,  to  attempt  to  get  the  business?  A.  I  think  that  if 
Lehman  Brothers  could  do  as  good  as  anybody  else  in  the 
Street  that  we  would  certainly  attempt  to  make  an  effort 
to  get  the  business. 

Q.  Were  you  present  at  the  meeting  of  the  directors  of 
National  which  authorized  the  offer  to  W.  R.  Grace  & 
Company  of  174,000  shares  of  stock?  A.  I  was. 

Q.  Did  you  vote  on  that?  A.  I  voted  in  the  affirmative. 

Q.  You  voted  in  favor  of  it?  [330]  A.  Yes. 

Q.  Did  you  discuss  the  matter  with  anybody  in  the  man¬ 
agement  of  National  prior  to  the  Board  meeting?  A.  Mr. 
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Baker  called  me  to  tell  me  what  the  principal  subject  on 
the  agenda  of  the  meeting  was  to  be  and  asked  me  what 
I  thought  of  it  and  I  said  that  I  thought  it  was  a  good  deal, 
Xational  needed  the  money  and  I  thought  the  connection 
was  a  good  one  and  I  was  in  favor  of  it. 

Q.  I  want  to  take  up,  Mr.  Thomas,  the  negotiations 
that  went  on  between  Xational  and  Pan  American,  first, 
prior  to  the  summer  of  1948.  Were  you  ever  informed  of 
any  negotiations  or  discussion  looking  toward  a  merger  of 
Xational  and  Pan  American  or  the  purchase  by  Pan  Amer¬ 
ican  of  an  interest  in  Xational?  A.  Xot  prior  to  the  summer 
of  1948. 

Q.  Xot  prior  to  the  summer  of  1948?  A.  Xo. 

Q.  Did  Mr.  Baker  call  on  you  to  discuss  the  subject  of 
some  arrangements  between  Xational  and  Pan  American 
in  the  summer  of  1948?  A.  He  did. 

Q.  And  that  was  in  Xew  York?  A.  That  was  in  Xew 
York. 

Q.  And  this  was  during  the  pendency  of  the  pilots’ 
strike  ?  A.  The  strike  was  still  on,  correct. 

Q.  What  discussion  did  you  have  with  Mr.  Baker  on  the 
subject?  A.  Well,  the  subject  arose  particularly  because 
[331]  Xational  felt  they  never  got  a  fair  share  of  Pan 
American’s  transfer  business,  the  vast  majority  of  it  going 
to  Pastern.  The  idea  was  that  if  there  was  some  way  by 
which  they  could  participate  more  in  the  Pan  American 
South  America  transfers,  that  and  the  thing  that  Xational 
was  undergoing  the  strike  with  the  pilots  and  business  was 
suffering  and  its  treasury  was  somewhat  depleted  and  the 
Government  was  trying  to  dismember  it,  we  had  a  lot  of 
things  to  talk  about. 

Q.  Who  first  advanced  the  idea  that  Mr.  Baker  might 
call  on  Mr.  Trippe?  A.  He  advised  me  that  he  was  going 
to  call  on  Mr.  Trippe. 

Q.  What  did  you  say  in  response  to  that  advice?  A.  I 
told  him  to  go  to  it.  I  saw  no  objection. 
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Q.  Was  your  attitude  one  of  approval  of  a  possible 
National-Pan  American  arrangement  or  was  it  that  it  was 
just  worthwhile  to  explore  the  matter  ?  A.  I  thought  it  was 
worth  while  exploring,  but  I  didn’t  know  what  sort  of  deal 
Pan  American  was  willing  to  offer. 

Q.  Would  you  look  at  Exhibit  PC-72,  Mr.  Thomas?  A. 
Yes. 

Q.  Mr.  Dick  Wilson,  who  is  the  author  of  this  memo¬ 
randum,  is  Mr.  Kendrick  Wilson;  is  that  right?  A.  That 
is  the  same.  j 

Q.  He  is  an  employee  of  Lehman  Brothers?  A.  A 
former  employee. 

Q.  He  is  no  longer  with  them?  A.  No. 

[332]  Q.  Do  you  recall  the  occasion  of  this  memoran¬ 
dum?  A.  Yes,  after  Ted  Baker  started  discussions  with 
Pan  American,  he  asked  Dick  if  he  would  make  certain  cal¬ 
culations  indicating  how  stockholders  would  fare  under  the 
various  plans  and  I  assume  that  this  is  one  of  them. 

I  might  say,  in  passing,  that  it  was  always  difficult  to 
tell  because  Pan  American  always  carried  a  large  figure  of 
estimated  mail  pay  recoverable  and  nobody  knew  what  the 
book  value  was.  This  was  one  of  those  calculations. 

Q.  Now,  Exhibit  PC-73  indicates  that  Air.  Wilson  accom¬ 
panied  Mr.  Baker  to  a  meeting  with  Mr.  Trippe  and  his 
controller,  Mr.  Woodbridge?  A.  Yes. 

Q.  Do  you  know  at  whose  instance  Mr.  Wilson  accom¬ 
panied  Mr.  Baker?  A.  I  don’t  know,  unless  Mr.  Baker — 
I  was  not  in  New  York  on  this  date  here. 

Q.  How  are  you  able  to  tell  that  you  weren’t  in  New 
York,  Mr.  Thomas?  A.  I  just  happen  to  know  where  I  was 
in  August,  1948. 

Q.  I  see.  You  did  not  suggest  to  Mr.  Baker  that  he 
take  Mr.  Wilson  along?  A.  No,  Ted  knew  Wilson  for  vears 
and  he  had  kept  statistical  records  of  the  airlines  and  air¬ 
craft  companies  in  our  Statistical  Department. 

Q.  Now',  did  you  see  the  memorandum  that  Air.  Wilson 
wrote  on  this  discussion  of  August  5,  1948  which  is  Exhibit 
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PC-73  at  or  shortly  after  that  time?  A.  Yes,  I  have  seen 
that  memorandum. 

[333]  Q.  Did  you  see  it  shortly  after  the  time  when  it 
was  written?  A.  To  the  best  of  my  recollection,  I  did  not 
see  this  for  some  time,  one  reason  being  that  that  phase  of 
the  negotiation  came  to  nothing.  It  flared  up  and  died 
almost  a-borning. 

Q.  Did  Mr.  Baker  inform  you  of  his  meeting  with  Mr. 
Trippe?  A.  Yes,  he  did. 

Q.  Did  he  express  any  opinion  as  to  that  meeting  and 
as  to  the  proposals  made  to  him  at  that  meeting?  A.  He 
said  he  wouldn’t  consider  making  such  a  deal. 

Q.  Did  you  express  any  opinion  to  him  on  the  subject? 
A.  I  said  I  didn’t  blame  him. 

Q.  Now,  there  came  a  time  in  the  beginning  of  1949, 
when  Mr.  Baker  came  to  New  York  again,  did  he  not?  A. 
Yes. 

Q.  Did  he  call  on  you  at  that  time?  A.  I  am  not  sure 
that  he  did.  The  best  of  my  memory  is  that  he  called  me 
on  the  telephone,  spoke  briefly  with  me  on  the  telephone, 
but  I  am  sure  he  didn’t  come  to  the  office. 

Q.  I  didn’t  catch  that  last  answer.  A.  I  don’t  believe 
that  he  came  to  the  office  on  that  occasion. 

Q.  I  see.  Do  you  recall  a  meeting  on  or  about  January 
17,  1949,  at  which  Mr.  Baker  and  his  lawyer,  Mr.  Scott, 
were  present  and  at  which  Mr.  Trippe  and  Mr.  Dean  and 
Mr.  Friendly  were  present  and  at  which  you  and  your  part¬ 
ner,  Mr.  Fell,  [334]  were  present.  A.  This  would  be  a 
meeting  at  the  Pan  American  offices? 

Q.  Well,  it  was  apparently  at  Mr.  Trippe ’s  home.  Do 
you  recall  that?  A.  I  attended  a  meeting  with  Mr.  Fell 
at  the  Pan  American  offices  which  was  adjourned  and  moved 
over  to  the  Links  Club.  That  is  the  only  meeting  I  attended. 

Q.  That  would  be  about  January  IS?  A.  That  is  right. 

Q.  Do  you  recall  what  the  discussion  was  at  that  meet¬ 
ing?  A.  Yes.  Pan  American  still  expressed  themselves 
as  being  desirous  of  trying  to  get  together  with  National 
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on  some  basis.  The  talk  was  interminable  and  nobody 
seemed  in  agreement.  We  finally  broke  up  for  a  dinner 
and  to  consult  each  other  and  we  met  again  at  the  Links 
Club  and  were  there  quite  late  at  night  and  still  no  agree¬ 
ment  was  forthcoming  out  of  the  discussion. 

Q.  Did  Mr.  Trippe  make  any  specific  proposals,!  that 
you  recall,  at  that  time?  A.  I  don’t  think  he  ever  came 
down  to  specific  cases. 

Q.  Did  Mr.  Baker  express  his  dissent  from  any  sugges¬ 
tions  that  Mr.  Trippe  offered?  A.  No,  he  didn’t.  He  kept 
looking  at  the  television. 

Q.  Prior  to  this  meeting,  did  you  discuss  with  Mr.  Baker 
the  position  that  he  should  take  in  the  negotiations  with 
Mr.  Trippe?  [335]  A.  No,  X  did  not. 

Q.  He  didn’t  ask  for  your  advise  on  the  matter?  A.  He 
didn’t,  and  I  didn’t  know  -what  the  meeting  was  to  be  about 
when  he  asked  Johnny  and  myself  to  go  up  to  Pan 
American. 

Q.  At  whose  instance  did  Mr.  Fell  attend  the  meeting? 
A.  Mr.  Baker  asked  both  of  us  to  come. 

Q.  Did  he  express  any  reason  why  he  wanted  Mr.  Fell 
as  well  as  yourself?  A.  No,  Mr.  Baker  is  a  very  forthright 
individual,  he  has  his  own  ideas.  Pie  didn’t  express  any¬ 
thing  about  that.  ! 

Q.  After  the  meeting,  did  you  discuss  with  Mr.  Baker 
the  position  that  he  should  take  in  negotiations  with;  Mr. 
Trippe?  A.  No,  I  did  not.  j 

Q.  He  didn’t  ask  for  your  advice?  A.  He  didn’t  ask  for 
my  advice,  he  said,  “It’s  no  deal.”  I 

Q.  And  you  didn’t  offer  any?  A.  I  didn’t  offer  any¬ 
thing. 

Q.  Do  you  recall  any  subsequent  discussions  between 
representatives  of  Pan  American  and  representatives  of 
National  between  this  period  of  January  18, 1949  and  March 
30,  1949?  A.  No,  I  went  away,  went  out  of  the  country, 
shortly  after  this  meeting,  and  didn’t  return  until  the  latter 
part  of  March.  I  don’t  remember  the  exact  date,  but  it 
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wasn’t  very  long  before  Ted  called  me  up  and  said,  “I  have 
made  a  deal  with  Peter  Grace.” 

[336]  Mr.  Kennedy:  Could  I  have  the  answer 
read  back? 

Examiner  Bryan :  Read  it,  please. 

(The  answer  referred  to  was  read  by  the  reporter 
as  recorded.) 

By  Mr.  Kennedy : 

Q.  "Was  the  deal  with  Peter  Grace,  that  Ted  referred  to, 
with  W.  R.  Grace?  A.  Yes. 

Q.  You  may  recall  that  there  were  two  deals.  A.  This 
was  the  first  one  where  Grace  just  got  the  stock. 

Q.  And  that  is  the  deal  about  which  Mr.  Baker  informed 
you?  A.  That  is  right. 

Q.  That  came  on  before  a  directors’  meeting  of 
National?  A.  I'm  not  sure  about  that.  It’s  my  recollec¬ 
tion  that  the  whole  deal  was  put  up  before  the  directors’ 
meeting  rather  than  just  the  first  part. 

Q.  I  see.  You  don’t  ever  recall  just  the  offer  to  AY.  R. 
Grace  &  Company  being  submitted?  A.  No,  I  don't. 

Q.  When  you  testified  earlier  as  to  your  concurrence 
in  the  offer  to  W.  R.  Grace  &  Company,  was  this  concur¬ 
rence  given  after  the  whole  deal  was  put  up  to  the  Board? 
A.  That  is  right. 

Q.  Did  Mr.  Baker,  upon  the  occasion  of  your  return 
to  this  country,  or  at  any  time  thereafter,  tell  you  that  he 
was  still  discussing  a  possible  deal  with  Pan  American? 
[337]  A.  He  did.  " 

Q.  What  did  he  say  to  you  on  that  subject?  A.  He  said 
that  he  was  very  anxious  to  effect  an  interchange  to  improve 
his  business. 

Q.  Did  he  say  anything  about  stock  arrangements?  A. 
Not  specifically. 

Q.  Did  you  express  any  view  to  him  on  the  subject?  A. 
I  told  him  that  I  was  still  of  the  opinion  that  some  arrange- 
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ment  between  the  two  companies  would  be  highly  desirable 
for  National’s  business. 

Q.  Did  you  express  any  opinion  on  the  subject  of  a 
stock  participation  in  National  by  Pan  American?  A.  No, 
I  did  not. 

Q.  Now,  were  you  informed  of  the  meetings  in  the'  very 
last  part  of  March  which  led  to  the  memorandum  under¬ 
standing  of  March  30?  A.  No,  I  was  only  told,  as  I  have 
explained,  only  told  by  a  telephone  conversation  by  Baker 
that  he  had  made  this  deal  with  the  Grace  interests  and  that 
subsequently  he  concluded  the  whole  deal  and  told  me  that. 

Q.  After  he  concluded  the  deal  with  Trippe  and  Grace 
and  Panagra,  and  so  on,  he  informed  you  that  he  had  made 
the  deal?  A.  That  is  the  best  of  my  recollection. 

Q.  He  didn’t  ask  for  vour  advice  while  the  discussions 
were  pending?  A.  No,  he  did  not. 

Q.  Did  you  try  to  contact  him?  A.  No.  You  see,  I 
wasn’t  in  the  country,  I  wasn’t  [338]  available  anyway. 

Q.  Well,  you  returned  some  time  in  March?  A.  The 
latter  part  of  March. 

Q.  And  for  a  few  days  prior  to  March  30,  when  the 
memorandum  of  understanding  was  reached,  there  were  dis¬ 
cussions  going  on  between  Mr.  Baker  and  Air.  Trippe?  A. 
I  was  not  present  at  those  discussions  nor  was  I  informed 
about  them. 

Q.  Specifically,  the  understanding  of  March  30,  you 
were  not  informed  of  that  until  after  it  was  executed?  A. 
That  is  right. 

Q.  Did  Mr.  Baker,  at  that  time,  tell  you  or  ask  your  opin¬ 
ion  on  the  matter  ?  A.  Yes,  he  asked  my  opinion  as  a  direc¬ 
tor  of  National  what  I  thought  of  it. 

Q.  Mil  at  was  your  opinion?  A.  I  told  him  I  thought 
it  was  a  good  deal. 

Q.  Then  subsequently,  the  whole  ball  of  wax,  the  offer 
to  W.  B.  Grace  k  Company  and  the  memorandum  of  under¬ 
standing  which  were  later  embodied  in  definitive  contracts? 
A.  That  is  correct. 
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Q.  Came  before  the  Board  of  Directors  of  National?  A. 
That  is  right. 

Q.  You,  at  that  point,  voted —  A.  I  voted  in  the 
affirmative. 

Q.  At  any  time  beginning  with  the  summer  of  1948 
and  down  to  the  point  of  your  vote  to  approve  the  National- 
Pan  American-Grace  deals,  did  you  ever  discuss  the  sub¬ 
ject  with  any  of  your  partners  in  Lehman  Brothers  other 
than  Mr.  [339]  Fell?  A.  Except  for  Mr.  Fell,  no. 

Q.  You  never  took  up  the  subject  with  Mr.  Lehman? 
A.  No,  I  did  not. 

Q.  And  he  never  took  it  up  with  you  ?  xy..  No. 

Q.  Did  you  ever  discuss  the  matter  with  anybody  in 
Pan  American?  A.  Never. 

Q.  Were  you  present  at  the  meeting  of  the  directors  of 
National  where  it  was  indicated  that  Mr.  Baker  might  want 
to  renegotiate  the  National-Pan  American-Grace  Agree¬ 
ments?  A.  I  wasn’t  there. 

Q.  Were  you  informed  of  Mr.  Baker’s  thinking  on  that 
subject?  A.  I  was  informed  after  the  meeting  occurred. 

Q.  After  it  occurred?  A.  Yes. 

Q.  By  whom?  A.  Two  of  the  other  directors  called  me. 

Q.  Were  these  outside  directors?  A.  Outside  directors. 

Q.  Did  you  express  any  opinion  on  Mr.  Baker’s  deci¬ 
sion  in  the  matter?  A.  I  said  I  didn’t  know  enough  about 
the  background  of  the  thing  and  I  would  like  to  have  time 
to  consider  it. 

Q.  Did  you  subsequently  have  any  discussions  with  Mr. 
Baker  on  the  subject?  [340]  A.  I  haven’t  seen  Mr.  Baker 
since  that  meeting. 

Q.  Since  that  directors’  meeting?  A.  That  is  right. 

Q.  Have  you  talked  to  him ?  A.  I  wasn’t  there. 

Q.  Have  you  talked  to  him?  A.  Twice  over  the  tele¬ 
phone. 

Q.  Have  you  discussed  this  subject  of  a  possible  renego¬ 
tiation  or  cancellation  of  the  National-Pan  American-Grace 
arrangements?  A.  I  told  him  I  thought  he  should  go  and 
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call  on  W.  R.  Grace,  particularly,  and  discuss  the  matter 
out  with  him. 

Q.  Why  did  you  suggest  that  he  call  on  W.  R.  Grace 
particularly?  A.  They  were  the  people  he  had  made  the 
first  deal  with,  and  I  felt  that  if  he  was  going  to  try  to 
renegotiate  that  deal  he  ought  to  start  at  the  beginning. 

Q.  Did  you  discuss  the  matter  with  anybody  in  W.  R. 
Grace  &  Company?  A.  I  have  not. 

Q.  Have  you  discussed  the  matter  with  anybody  in  Pan 
American?  A.  I  have  not. 

Q.  Apart  from  suggesting  to  Mr.  Baker  that  he  contact 
the  Grace  people,  have  you  made  any  other  suggestions  to 
him?  A.  No. 


Q.  Or  expressed  any  other  opinion  as  to  what  his 
[341]  proper  course  should  be?  A.  I  have  not. 

Q.  Mr.  Thomas,  you,  except  for  the  period  of  your  serv¬ 
ice  with  the  Navy,  have  been  an  active  director  of  American 
Export  Lines,  Inc.,  have  you  not?  A.  Yes. 

Q.  I  believe  you  are  presently  chairman  of  the  Board 
of  American  Export  Lines,  Inc.?  A.  Yes. 

Q.  Now,  except  for  the  period  of  your  service  with  the 
Navy,  you  have  followed  closely  and  continuously  the 
affairs  of  American  Export  Lines?  A.  Almost  daily. 

Q.  Would  you  tell  us  the  circumstances  under  which  the 
management  of  American  Export  Lines,  Inc.,  in  or  about 
the  spring  of  1937  or  earlier  conceived  the  idea  of  organiz¬ 
ing  American  Export  Airlines?  A.  I  had  lunch  one  day 
with  Mr.  Coverdale,  who  is  a  good  friend  of  mine,  a  social 
and  business  friend,  and  he  said  that  there  was  a  company 
he  had  been  doing  some  work  for,  called  the  Export  Steam¬ 
ship  Corporation.  He  believed  it  could  be  bought  if  the 
present  owners  would  consider  it.  I  said  I  would  like  to 
find  out  more  about  it.  We  got  the  books  out,  I  studied 


them  and  he  said,  “I  think  it  would  be  a  wonderful  idea 


to  buy  this  company,  providing  we  can  buy  it  reasonably.’ 9 
I  agreed  and  he  and  I  worked  out  the  details  together.  ,  We 


formed  a  syndicate,  it  was  very  difficult  to  raise  the  money. 
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We  formed  a  syndicate,  I  got  up  my  own  friends  to  put 
up  the  money.  [342]  It  was  a  deal  that  was  really  done 
almost  outside  of  Lehman  Brothers.  I  did  it  myself.  I 
borrowed  the  money,  begged  the  rest  of  it,  and  got  it 
together.  We  bought  the  company.  I  think  it  was  on  about 
the  first  of  May.  Mr.  Coverdale,  who  was  acting  up  to  that 
time  in  only  a  consulting  capacity  for  the  company,  became 
an  active  manager  to  go  with  his  associates,  Mr.  Slater  and 
a  few  of  the  others  who  had  been  in  there  as  either  tem¬ 
porary  or  permanent  job  holders. 

Q.  For  the  record,  Coverdale  and  Colpitts  is  an  engineer¬ 
ing  firm?  A.  Yes. 

Q.  Mr.  Slater  is  Mr.  John  E.  Slater,  now  president  of 
American  Export  Lines?  A.  Yes. 

Q.  Mr.  Coverdale  died  recently  and  Mr.  Slater  succeeded 
him  as  president?  A.  That  is  correct. 

Q.  How  did  Mr.  Hitchcock  become  interested  in  Ameri¬ 
can  Export  Lines?  A.  Mr.  Hitchcock  was  a  close  personal 
friend  of  mine,  and  I  went  to  him  because  the  Lehmans 
were  cold  on  the  proposition  and  he  had  a  lot  of  money 
and  he  was  a  speculator. 

Q.  He  put  in  some  of  his  own  money?  A.  He  put  in  more 
money  than  the  Lehmans  did,  as  did  his  family,  too. 

Q.  Then  you  and  Mr.  Hitchcock  became  directors  of 
American  Export  Lines  ?  A.  Yes. 

Q.  Mr.  Szold,  who  is  now  a  partner  of  Lehman  Brothers, 
[343]  became  a  partner  at  about  the  same  time  as  you? 
A.  \  es. 

Q.  What  was  Mr.  Szold's  connection?  A.  We  thought 
he  was  an  intelligent  man.  Mr.  Hitchcock  and  myself  had 
our  own  money  in  it  and  we  wanted  Mr.  Szold ’s  advice,  he 
was  a  very  keen  figures  man. 

Q.  Now,  there  came  a  time  in  the  spring  of  1937  when 
the  management  of  American  Export  Lines,  the  steamship 
company,  contemplated  the  organization  of  a  subsidiary  to 
operate  trans-Atlantic  air  service?  A.  That  is  correct. 
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Q.  Who  were  the  proponents  of  that  idea?  A-  Mr. 
Hitchcock  and  myself. 

Q.  How  about  Mr.  Coverdale  and  Mr.  Slater?  A.  Mr. 
Coverdale  is  a  man  advanced  in  years  and  he  don’t  know 
much  about  airplanes.  Mr.  Slater  thought  it  was  an  excellent 
idea.  We  employed  certain  experts  to  make  a  study,  survey 
study,  for  us,  and  after  that  study  was  completed,  Mr. 
Coverdale,  too,  became  enthusiastic  about  the  idea  so  we 
had  a  unified  front,  so  1o  speak. 

Q.  Can  we  take,  subject  to  correction,  the  date  of  April 
1937  as  the  date  of  organization  of  American  Export  Lines? 
A.  1  wouldn’t  know  the  exact  date. 

Q.  Now,  prior  to  or  about  the  time  of  the  organization 
of  this  airline  subsidiary,  did  you  discuss  the  matter  with 
Mr.  Kobert  Lehman?  A.  No,  I  didn’t. 

Q.  Did  Mr.  Hitchcock,  to  your  knowledge,  discuss  it 
[344]  with  him?  A.  I  am  sure  he  didn’t. 

Q.  The  company  was  organized  without  Mr.  Lehman 
being  advised  of  it?  A.  That  is  right. 

Q.  Did  you  have  any  discussion  with  Mr.  Lehman  over 
the  organization?  A.  Well,  the  news  became  pretty!  gen¬ 
erally  known  that  we  had  organized  a  company.  We  felt 
that  we  could  operate  an  airline  to  fly  over  our  ships  and 
over  our  routes  successfully  and  we  felt  it  was  good  busi¬ 
ness  to  do  it.  Soon  Mr.  Lehman  heard  about  it  and  he  came 
to  Mr.  Hitchcock  and  to  myself  and  he  said,  to  the  best  of 
my  knowledge,  “I  don’t  want  to  interfere  with  what;  you 
boys  are  doing  but  I  think  it  is  awfully  poor  business.  You 
are  making  a  lot  of  money  out  of  the  shipping  business  and 
why  don’t  you  stick  to  a  business  that  you  know  something 
about?  I  think  you  are  going  to  lose  your  money.”  Those 
were  the  words  lie  said.  We  said  we  were  going  to  try  it 
anyway.  The  air  was  very  cool,  the  whole  situation. 

Q.  Mr.  Lehman  didn’t  try  to  pressure  you  or  threaten 
you  in  any  way?  A.  No,  on  the  contrary,  he  simply  kept 
repeating  that  be  thought  we  were  going  to  lose  our  money. 
He  was  a  stockholder  in  American  Export  and  we  had  done 
well. 
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Q.  Did  he  make  any  objection  on  the  basis  of  his  asso¬ 
ciation  or  the  association  of  yonr  firm  with  Pan  American? 
A.  No,  he  didn’t. 

[345]  Q.  Did  he  make  any  objection  on  the  basis  that  it 
was  desirable  to  have  not  more  than  one  company  operat¬ 
ing  international  air  service  under  the  American  flag?  A. 
No,  that  never  came  up. 

Q.  Over  what  period  of  time  did  these  discussions 
between  Mr.  Hitchcock  and  yourself  on  one  side  and  Mr. 
Lehman  on  the  other  continue?  A.  They  went  on  for  sev¬ 
eral  weeks  and  then  there  weren’t  any  more  discussions, 
we  just  simply  didn’t  refer  to  it  in  each  other’s  company. 

Q.  You  people  just  went  ahead  on  the  American  Export 
side?  A.  We  went  ahead. 

Q.  Were  you  ever  approached  at  this  stage  by  any  one 
in  Pan  American?  A.  No. 

Q.  Did  you  ever  have  anyone  in  Pan  American?  A.  No. 

Q.  Did  you  ever  have  any  discussions  with  anyone  in 
Pan  American  about  American  Export  Lines  going  ahead? 
A.  We  had  a  great  many,  almost  daily,  but  Pan  American, 
they  said,  “Well,  we  think  you  are  making  a  mistake  to  do 
this.”  We  said  nevertheless  we  were  going  to  go  ahead. 
Then  sometime  after  this  they  approached  us  with  the  idea 
of  entering  into  some  sort  of  agreement  to  put  up  before 
the  Board  whereby  the  routes  would  be  defined  and  we 
could  operate  without  too  much  competition  except  in  cer¬ 
tain  areas.  I  was  present  at  several  meetings  at  which 
that  was  discussed. 

[346]  Q.  Now,  taking  first  the  meetings  at  which  the 
Pan  American  management  attempted  to  persuade  you, 
who  on  the  Pan  American  side  participated  in  these  meet¬ 
ings?  A.  Well,  Mr.  Trippe  was  present  at  a  couple  of 
luncheons  we  had.  I  think  Mr.  Friendly  was  present  once 
and  there  is  another  gentleman  who  I  think  has  since  died. 

Q.  A  director  of  Pan  American?  A.  No,  he  was  one  of 
the  officers.  I  believe  he  was  one  of  the  counsel. 

Q.  One  of  counsel?  A.  Yes. 
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Q.  Who  took  part  in  these  discussions  on  the  American 
Export  Airlines  side?  A.  Sometimes  Mr.  Hitchcock,  some¬ 
times  myself,  and  almost  always  either  Mr.  Coverdale  or 
Mr.  Slater  were  present. 

Q.  Was  any  approach  made  to  you,  or  so  far  as  you 
know,  to  Mr.  Hitchcock,  on  the  basis  that  in  view  of  your 
association  with  Lehman  Brothers  it  was  undesirable  for 
you  to  be  connected  with  a  company  that  proposed  to  com¬ 
pete  with  Pan  American?  A.  No,  that  argument  wasn’t 
used.  I 

Q.  Now,  who  first  suggested  the  idea  of  a  definition  of 
territories?  A.  I  don’t  recall  who  was  the  originator  of 
that  idea.  It  seemed  to  come  about  after  these  various 
considerations  that  we  had,  and  I  honestly  can’t  tell  you 
who  thought  of  it  first. 

Q.  Before  you  made  the  agreement,  did  you  ever  dis¬ 
cuss  [347]  it  with  Mr.  Robert  Lehman?  A.  I  did  not. 

Q.  Did  the  entire  management  of  American  Export 
Airlines  concur  in  making  the  agreement?  Did  Mr.  Cover- 
dale  and  Mr.  Slater  think  it  was  a  good  idea?  A.  I  think 
there  was  some  disagreement  between  the  two. 

Q.  Between  Mr.  Coverdale  and  Mr.  Slater?  A.  I  think 
Mr.  Slater  felt  it  was  a  better  idea  than  did  Mr.  Cover- 
dale. 

Q.  You  and  Mr.  Hitchcock  were  for  the  arrangement, 
as  I  understand  it?  A.  Yes,  it  seemed  like  a  workable 
arrangement  to  me.  At  least  we  wanted  to  get  it  before  the 
Board  and  resolve  it  one  way  or  another. 

Q.  Mr.  Slater  was  on  your  side  and  Mr.  Hitchcock’s 
side?  A.  Mr.  Coverdale  did  not  demur  very  strongly  from 
it  but  he  felt  we  were  giving  up  something. 

Q.  He  felt  he  had  some  reservations  on  it?  A.  Yds. 

Q.  When  the  Board  disapproved  the  agreement  in  April 
1939,  did  the  company  then  consider  whether  or  not  to 
file  an  application  for  trans-Atlantic  routes?  A.  Yes. 

Q.  Did  that  matter  come  before  the  Board  of  Direc¬ 
tors  of  American  Export  Lines?  A.  Yes. 
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Q.  Were  you  and  Mr.  Hitchcock  and  Mr.  Szold  present 
[348]  at  that  meeting,  do  you  recall?  A.  I  don’t  recall. 
I  believe  we  were.  At  least,  we  know  of  the  subject. 

Q.  Were  you  either  formally  at  a  directors’  meeting  or 
informally  supporting  the  action  of  American  Export’s 
management  in  filing  application?  A.  I  was. 

Q.  While  the  matter  of  whether  or  not  American  Export 
should  file  an  application  was  pending,  did  you  have  a  dis¬ 
cussion  with  Mr.  .Robert  Lehman?  A.  No,  I  didn’t. 

Q.  After  you  filed,  did  you  have  a  discussion  with  Mr. 
Lehman?  A.  No.  I  might  say  that  discussions  on  the  sub¬ 
ject  were  impossible  with  Mr.  Lehman. 

Q.  You  and  Mr.  Lehman  had,  one,  disagreed,  and,  two, 
agreed  to  disagree?  A.  We  disagreed  and  it  just  stayed 
that  way. 

Q.  Now,  did  there  come  a  time  thereafter,  to  your  knowl¬ 
edge,  when  discussions  were  had  between  representatives 
of  Pan  American  and  representatives  of  American  Export 
Lines  looking  toward  acquisition  of  American  Export  Air¬ 
lines  by  Pan  American?  A.  Not  to  my  knowledge. 

Q.  Did  you  ever  hear  any  discussions  on  the  subject 
between  Mr.  Trippe  and  Mr.  Coverdale?  A.  No,  I  did  not. 

Q.  Did  Mr.  Lehman  ever  suggest  to  you  that  it  might  be 
desirable  to  try  to  work  out  some  sort  of  arrange-  [349] 
ment  of  that  sort  with  Pan  American?  A.  Not  to  me. 

Q.  Or  to  your  knowledge,  did  he  suggest  it  to  anyone 
else?  A.  Not  to  my  knowledge. 

Q.  So  that  we  will  be  clear  and  avoid  the  misunderstand¬ 
ing  we  had  between  Mr.  Lehman  and  myself  this  morning, 
I  want  to  come  now  to  the  period  of  the  1948  contract 
between  Pan  American  and  American  Overseas.  A.  Yes. 

Q.  Now,  between  1942,  1943,  and  thereabouts,  and  1948, 
in  substance,  what  had  happened  was  that  American  Export 
Lines  had  been  required  by  the  Board  to  divest  itself  of 
control  of  American  Export  Airlines?  A.  Yes. 

Q.  And  the  divestiture  took  the  form  of  a  disposal  of  a 
block  of  stock  to  American  Airlines ;  that  stock  did  not  con- 
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sist  of  its  holdings  in  the  American  Export  Air  Lines  but 
consisted  of  treasury  stock  of  the  company?  A.  That  is 
right.  | 

[350]  Q.  So  that  American  Export  Lines  retained  a 
large  part  of  its  original  holdings?  A.  That  is  right. 

Q.  And  at  the  time  of  the  merger  arrangements  between 
Pan  American  and  American  Overseas,  American  Export 
Lines  was  20  per  cent  stockholder  in  the  company?  A. 
Approximately  20  per  cent.  I 

Q.  Roughly  20  per  cent?  A.  That  is  right. 

Q.  When  did  you  first  hear  of  the  discussions  between 
Pan  American  and  American  Overseas?  A.  Mr.  Slater 
called  me  up  one  day  and  said  he  had  to  see  me  immedi¬ 
ately.  lie  said  it  was  a  matter  of  great  importance. 

He  came  over  to  the  office  and  he  showed  me  a  document 
which  looked  to  be  a  form  of  contract  between  American 
Air  Lines  and  Pan  American.  I  never  heard  of  it  before, 
and  neither  had  he,  until  Mr.  Smith,  the  President  of 
American,  had  handed  it  to  him  that  morning. 

Q.  Was  the  contract  a  draft  of  a  contract  or  was  it  a 
proposal  by  Mr.  Hanes  to  Mr.  Clieston.  Do  you  recall  that? 
A.  Now  that  you  mention  it,  I  believe  the  vrord  “ proposal” 
was  used. 

Q.  Do  you  recall  whether  it  was  addressed  to  Mr. 
Clieston,  signed  by  Mr.  Hanes?  A.  I  don’t  recall. 

Q.  Can  you  place  the  date  of  this  conversation!  with 
Mr.  Slater?  [351]  A.  I  don’t  remember. 

Q.  Would  it  be  sometime  after  November  15th,  1948? 
A.  Yes.  I  think  it  would  be  about  ten  days,  as  I  remember, 
because  it  was  after  Thanksgiving  but  before  Christmas, 
as  I  remember. 

Q.  That,  I  take  it,  was  the  first  time  you  heard  from  any 
one  of  them?  A.  It  was  a  complete  surprise  to  me.  It  was 
the  first. 

Q.  Did  Mr.  Slater  express  to  you  any  opinion  about  the 
deal?  A.  He  certainly  did. 
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Q.  Could  you  tell  us  in  substance  what  bis  opinion  was? 

A.  He  was  outraged. 

Q.  On  wbat  grounds. 

Mr.  Revnolds :  Just  a  minute. 

Mr.  Examiner,  I  think  we  are  getting  far  afield 
from  any  issues  in  this  case.  I  object  to  any  further 
inquiry  as  to  Mr.  Slater’s  opinions  or  objections, 
unless  there  is  a  clear  means  of  showing  that  it  has 
something  to  do  with  the  Lehman  Brothers’  director¬ 
ships  on  this  American  Export. 

Air.  Kennedy :  Mr.  Examiner,  I  am  attempting  to 
explore  the  position  and  attitude  that  the  Lehman 
partners  represented  on  the  Board  of  American 
Export  Lines  took  with  respect  to  the  Pan  American- 
American  Overseas  merger,  as  bearing  on  their  con¬ 
duct  in  situations  where  there  was  a  conflict  of 
interest.  I  am  not  interested  in  going  into  [352]  the 
merits  of  the  views  of  Mr.  Slater  or  anybody  else,  but 
I  am  attempting  simply  to  establish  that  there  was 
this  difference  of  opinion  and  this  conflict  of  interests 
or  views.  I  want  to  proceed  from  there  to  explore 
Mr.  Thomas’s  actions  subsequently,  with  respect  to 
this. 

Examiner  Bryan:  To  determine  the  difference? 

Mr.  Kennedy:  That  is  right. 

Mr.  Reynolds :  I  submit  that  has  been  established, 
and  what  I  objected  to  wTere  the  questions  of  what 
his  grounds  of  objection  were.  I  assume  it  is  unnec¬ 
essary  for  that  purpose. 

Mr.  Kennedy :  I  wrant  to  say,  Mr.  Examiner,  that 
I  don’t  intend  to  go  into  that  particular  subject  at 
any  length.  I  simply  want  to  establish  what  Mr. 
Slater’s  position  was. 

Examiner  Bryan:  All  right,  you  may  show  the 
difference  of  view. 

Mr.  Seligman:  Mr.  Examiner,  I  don’t  know 
whether  to  join  in  the  objection  or  not,  because  I  am 
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very  pleased  at  the  testimony  Mr.  Kennedy  is  bring¬ 
ing  out.  I  think  his  testimony  supports  the  position 
— which  is  ours,  of  course — that  two  partners  of  two 
companies,  on  the  Board  of  two  companies,  were 
entirely  independent  and  were  willing  to  oppose  each 
other,  each  on  behalf  of  his  own  company.  They 
don’t  talk  to  each  other,  and  each  has  his  own  com¬ 
pletely  independent  judgment.  I  am  glad  to  have 
this  brought  out  fully. 

I  do  not  see  what  more  it  adds  when  you  get  into 
why  Mr.  Slater  did  or  didn’t  think  one  way  or 
another.  We  know  [353]  that  Mr.  Thomas  testified 
that  he  joined  with  Mr.  Slater  in  thinking  that  it  was 
a  bad  deal. 

Examiner  Bryan:  I  think  he  can  go  ahead  and 
show  the  difference  in  the  views. 

By  Mr.  Kennedy: 

Q.  Would  you  tell  us  the  grounds  on  which  Mr.  Slater 
expressed  to  you  his  opposition?  A.  There  were  two.  He 
thought  the  property  was  small,  and  he  thought  they 
shouldn’t  have  gone  ahead  without  consulting  us.  We  were 
a  very  large  majority  of  stockholders. 

Q.  Did  you  express  any  dissatisfaction  with  Mr.  Slater’s 
views  on  that  subject?  A.  I  agreed  with  him. 

Q.  The  agreement  between  American  Overseas  and  Pan 
American  was  eventually  made,  I  take  it  we  can  proceed 
from  that  fact?  A.  That  is  right. 

Q.  And  the  question  of  what  position  should  be  taken 
with  respect  to  that  agreement  eventually  came  before  the 
American  Export  Lines’  Board  of  Directors?  A.  It  did. 

Q.  The  matter  came  up  during  the  course  of  several 
meetings,  did  it  not?  A.  That  is  right. 

Q.  Could  you  tell  us  what  position  you  took  during  that 
series  of  meetings?  A.  Yes.  I  think  that  we  should  inter¬ 
vene  in  the  case,  and  I  felt  we  should  intervene  if  our  inter¬ 
est  could  be  sustained  on  the  question  of  price.  I  thought 

j 

i 


Joseph  A.  Thomas,  for  Civil  Aeronautics — Direct. 

the  price  [354]  would  be  inadequate.  I  myself  didn’t  care 
so  much  about  blocking  the  deal,  per  se,  because  I  didn’t 
want  to  get  back  in  business  with  the  American  Air  Lines, 
who  obviously  didn’t  want  me,  and  I  was  in  the  unhappy 
position  of  being  a  very  large  minority  stockholder,  with  no 
voice  in  running  the  company  at  all,  and  yet  too  large  to  be 
bought  out. 

Q.  Was  that  your  view  from  the  time  the  matter  first 
came  before  the  Board  of  American  Export  Lines?  A.  It 
was.  I  had  another  view  previous  to  that,  but  I  didn’t  think 
anvthing  would  come  of  that,  and  that  was  to  trv  to  raise 
enough  money  to  buy  the  company  from  American.  That 
looked  impossible,  so  I  abandoned  that. 

Q.  That  matter  was  discussed  within  the  Board  of 
American?  A.  Xo;  it  was  discussed  only  outside,  with  a 
couple  of  friends  of  mine. 

Q.  Your  eventual  abandonment  of  that  idea  was  on  the 
ground  that  it  was  not  feasible?  A.  Just  wasn’t  feasible, 
it  was  too  much  money. 

Q.  Bid  you  make  any  exploration  of  its  feasibility?  A. 
I  talked  to  a  couple  of  people  T  thought  might  be  likely 
subscribers,  but  I  found  they  weren’t  interested. 

Q.  At  the  time  of  this  American  Overseas- Pan  American 
agreement  coming  before  the  American  Export  Lines’ 
Board,  Mr.  Hancock  was  the  director  of  American  Export  ? 
A.  Yes. 

Q.  He  is,  of  course,  a  partner  in  your  firm?  A.  Yes. 

Q.  Did  Mr.  Hancock  take  any  position  on  the  subject? 
[355]  A.  His  views  coincided  with  mine. 

Q.  A  hundred  per  cent  on  it?  A.  Yes.  We  thought  the 
price  was  inadequate  for  the  transaction.  We  thought  our 
own  stock  would  suffer. 

Q.  Were  any  other  partners  of  Lehman  Brothers  on  the 
Board  of  Directors  at  that  time?  A.  Not  at  that  time. 

Q.  "When  the  decision  was  eventually  made  by  the  Amer¬ 
ican  Export  Board  of  Directors,  to  authorize  the  retention 
of  counsel  and  intervention  in  the  proceeding  before  the 
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Board,  were  you  and  Mr.  Hancock  present  at  that  meeting? 
A.  We  were. 

Q.  How  did  you  vote  on  the  proposal?  A.  We  voted  to 
retain  counsel  and  intervene. 

Q.  Prior  to  the  taking  of  the  formal  vote,  did  you  express 
any  informal  opinion  on  the  subject?  A.  I  did.  I  urged 
the  Company  to  take  that  attitude. 

Q.  And  Mr.  Hancock  took  the  same  position?  A.  He 
concurred.  ! 

Q.  Mr.  Thomas,  would  you  look,  please,  at  Exhibit 
PC-S7?  A.  I  was  looking  at  that  a  while  ago,  but  I  haven’t 
any  idea  of  what  it  is.  i 

Q.  Page  2  contains  an  article  on  the  subject  by  M:r.  Gil 
Wilson,  who  is  a  well-known  aviation  writer,  and  it  was  a 
clipping  in  your  file.  I  take  it  the  first  handwriting  on 
page  1,  in  point  of  time,  was  Mr.  Hancock’s  note  to  you.  Bo 
you  recall  that?  A.  That  is  his  handwriting,  yes,  sir.; 

[356]  Q.  And  do  you  recall  making  a  response  saying 
“Thanks,  John,  I  agree”?  A.  I  possibly  did.  It  looks  like 
mv  handwriting.  But  I  don’t  know  what  I  meant. 

Q.  Were  you  expressing  agreement  with  Mr.  Wilson, 
or  with  Mr.  Hancock’s  thought  that  it  might  affect  the 
public  attitude?  A.  I  remember  this  now.  I  had  forgotten 
about  Wilson’s  article.  I  was  expressing  agreement  that 
it  might  affect  the  public  attitude.  We  were  always  inter¬ 
ested  in  how  this  case  might  go,  one  way  or  the  other. 

Q.  You  weren’t  expressing  agreement  with  Mr.  Wilson? 
A.  No,  not  necessarily. 

Q.  There  came  a  time,  Mr.  Thomas,  when  the  contract 
between  American  Overseas  and  Pan  American  was  renego¬ 
tiated.  did  there  not?  A.  Yes. 

Q.  And  the  new  arrangements  were  embodied  in  an 
amendment  of  September  13tli,  1949?  A.  Changing  it  to 


a  cash  offer,  yes. 

Q.  Did  the  question  of  the  position  that  American 
Export  Lines  should  take  thereafter  come  before  the  Board 
of  Directors  of  American  Export  Lines?  A.  It  did. 
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Q.  What  discussion  was  had  within  the  Board  on  that 
subject?  A.  We  explored  with  counsel,  who  was  present 
at  that  meeting,  whether  there  was  anything  else  we  could 
do  to  raise  the  price.  Since  the  CAB  Examiner  had  taken 
the  [357]  attitude  that  the  question  of  price  wasn’t  a  func¬ 
tion  of  the  CAB,  we  felt  we  could  no  longer  inject  that  into 
the  case.  Therefore,  feeling  that  we  had  done  all  we  could 
to  get  a  better  price  and  a  cash  price,  which  was  the  thing 
we  were  primarily  interested  in,  we  decided  to  go  to  with¬ 
drawal  from  our  position  or  else  not  prosecute  it — which¬ 
ever  way  the  statement  should  go. 

Q.  Was  that  the  decision  of  the  American  Export  Board, 
or  was  that  the  point  of  view  that  you  expressed?  A.  That 
was  the  decision  of  the  Board.  I  expressed  that  point  of 
view  myself. 

Q.  You  didn’t  withdraw  your  participation  in  the  pro¬ 
ceedings?  A.  No. 

Q.  In  your  judgment,  was  the  new  deal  a  satisfactory 
one,  from  your  point  of  view  as  a  stockholder  of  American 
Overseas?  A.  It  looked  like  about  the  best  deal  we  could 
make.  It  was  almost  fifty  per  cent  better  than  the  first  deal, 
you  see. 

Q.  It  was  better,  because  the  cash  you  were  to  receive 
was  substantially  in  excess  of  the  market  value  of  the  Pan 
American  stock  which  you  would  receive  under  the  first 
arrangement?  A.  That  is  right. 

Q.  Did  you  have  any  feeling  as  to  whether  or  not  the 
price  should  include  some  value  over  and  above  the  book 
value  of  the  physical  assets  transferred?  A.  We  thought 
it  should,  but  our  ground  wasn’t  very  [358]  good,  because 
the  majority  stockholder  wouldn’t  sell  his  stock  for  that. 

Q.  Did  you  urge  upon  the  management  of  American 
Export  at  that  time  that  it  withdraw  its  intervention  in  the 
proceeding?  Did  you  make  any  suggestion  along  that  line 
to  the  Board?  A.  No,  I  made  no  suggestions. 

Q.  Did  Mr.  Hancock  make  any  suggestions?  A.  He 
did  not. 
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Q.  Between  the  time  when  you  first  heard  from  Mr. 
Slater  that  the  negotiations  were  going  on  and  the  time 
at  which  we  have  now  arrived,  the  consideration  of  the 
American  Export  Board  of  the  agreement,  did  you  have 
any  discussions  on  the  subject  with  Mr.  Robert  Lehman? 
A.  I  never  discussed  the  subject  at  all  with  him. 

Q.  Ever?  A.  Ever. 

Q.  Under  any  circumstances?  A.  Under  any  circum¬ 
stances. 

Q.  Do  you  know  whether  or  not  Mr.  Hancock  ever  did? 
A.  I  can’t  answer  for  Mr.  Hancock,  but  I  don’t  think  so. 

Q.  Did  you  ever  have  any  discussions  with  anyone  in 
Pan  American  as  to  the  position,  from  the  time  of  your 
first  advice  from  Mr.  Slater,  to  the  time  of  your  decision, 
during  this  wdiole  period,  with  respect  to  the  amended 
agreement  ?  Did  you  ever  have  any  discussion  with  anyone 
in  Pan  American  as  to  the  course  which  American  Export 
Lines  should  follow?  A.  No,  I  did  not. 

[359]  Q.  Leaving  that  subject,  Mr.  Thomas,  and  going 
back  to  your  services  as  director  of  National,  would  it  be 
fair  to  say  that  you  had  been  a  quite  active  director  in 
National  ?  A.  I  have  been.  I  was  Chairman  of  the  Finance 
Committee  for  a  number  of  years  and  director. 

Q.  The  Finance  Committee  passes  on  expenditures  in 
substantial  amounts  by  the  management  of  the  company? 
A.  That  is  right. 

Q.  And  no  such  expenditures  can  be  made  unless  author¬ 
ized  by  the  Committee,  is  that  right?  A.  That  is  correct. 

Q.  Have  you  from  time  to  time  been  called  upon  by 
Mr.  Baker  or  anyone  else  in  the  National  management  to 
give  to  them  financial  advice  of  one  sort  or  another? 
A.  I  have. 

Q.  And  you  have  given  advice  over  such  a  period  of 
time?  A.  I  have;  yes,  sir. 

Mr.  Kennedy :  May  we  have  a  short  recess  at  this 
time,  Mr.  Examiner? 
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Examiner  Bryan :  All  right,  we  will  have  a  short 
recess. 

(A  short  recess  was  taken.) 

Examiner  Bryan:  Are  you  ready  to  proceed, 
Mr.  Kennedy? 

By  Mr.  Kennedy : 

Q.  Mr.  Thomas,  I  have  just  a  few  matters.  First,  going 
back  to  the  discussion  between  Mr.  Trippe  with  Mr.  Baker 
and  others,  which  vou  and  Mr.  Fell  attended,  did  vou  or 
Mr.  Fell,  to  your  knowledge,  ever  make  any  report  on  that 

[360]  meeting  to  Mr.  Lehman?  A.  Xo,  we  did  not. 

Q.  Did  he  ever  take  it  up  with  you?  A.  I  don’t  think 
Mr.  Lehman  was  aware  that  these  conversations  were 
going  on. 

Q.  Has  Mr.  John  Hancock  resigned  recently  from  the 
board  of  American  Export  Lines?  A.  He  has. 

Q.  Has  anyone  from  Lehman  Brothers  been  selected  to 
replace  him?  A.  No;  and  Lehman  Brothers  wouldn’t  have 
anything  to  say  about  it. 

Q.  Has  there  been  a  replacement  for  Mr.  Hancock? 
A.  Xo.  His  place  at  the  present  time  is  unfilled. 

Q.  Are  you  the  only  present  American  Export  director 
associated  with  Lehman  Brothers?  A.  I  am;  yes,  sir. 

Q.  Have  you  and  Mr.  Hertz  ever  discussed  the  question 
of  what  aircraft  it  would  be  appropriate  for  National  to 
purchase?  A.  Xo,  we  have  never  discussed  it. 

Q.  You  have  never  had  any  discussion  with  Mr.  Hertz 
on  the  merits  of  Convair  aircraft  or  the  suitability  of  its 
use  as  concerns  National?  A.  Oh,  I  have  had  a  discussion 
with  him  from  the  point  of  view  with  respect  to  it  as  an 
airplane,  but  never  as  to  purchase  for  National  Airlines. 

Q.  Mr.  Hertz  has  not  suggested  to  you  that  it  might 
be  desirable  for  National  to  purchase  Convair  aircraft'7 

[361]  A.  No,  he  has  not.  But  the  company  has  been 
actively  solicited  by  the  sales  manager. 
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Q.  By  the  Convair  people  directly?  A.  By  the  Convair 
people  directly. 

Q.  In  the  event  that  a  purchase  by  National  or  Convair 
aircraft  was  contemplated,  would  you  consider  it  appropri¬ 
ate  for  you  to  act  on  that  matter  in  National? 


Mr.  Seligman:  May  I  ask  what  you  mean  by 
“act”?  Do  vou  mean  vote? 

Mr.  Kennedy:  Vote  on  the  subject. 

The  Witness:  I  believe  I  could  vote. 

Mr.  Kennedy:  That  is  all  I  have,  Mr.  Examiner. 
Examiner  Bryan:  You  may  cross  examine,  Mr. 
Seligman. 

Mr.  Seligman :  I  would  like  to  ask  just  a  very  few 
questions. 

Cross  examination  by  Mr.  Seligman: 


Q.  Mr.  Thomas,  while  you  served  as  a  director  of 
American  Export,  did  you  at  one  time  receive  a  very  sub¬ 
stantial  salary?  A.  I  did. 

Q.  Would  you  mind  stating  what  that  was?  A.  It;  was 
$5,000  a  year. 

Q.  Did  you  retain  that  salary,  or  did  you  pay  it  into  the 
firm  of  Lehman  Brothers?  A.  I  retained  it. 

Q.  I  don’t  think  I  asked  anybody,  but  I  will  ask  you: 
What  is  the  practice  with  respect  to  partners  of  Lehman’s, 
who  are  on  boards  of  directors?  Do  they  turn  in  their 
[362]  directors’  attendance  fees,  or  do  they  retain  them? 
A.  I  don’t  turn  in  mine.  I  can’t  toll  you  about  the  rest  of 
them.  I  don’t  believe  they  do  turn  them  in.  The  only  fees  I 
am  willing  to  turn  in  is  where  they  do  private  placement  or 
something  like  that. 

Q.  Bight.  But  I  mean  directors’  attendance  fees.  A. 
No,  no. 

Q.  Mr.  Thomas,  in  the  exhibit  which  was  submitted  and 
which  you  have  looked  over  and  understand  it  was  correct, 
one  of  the  facts  is  that  as  of  May  31st  you  owned  11,000 
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shares  of  the  common  stock  of  American  Export.  Without 
wishing  to  pry  into  your  personal  affairs,  would  you  state 
whether  that  is  a  substantial  part  of  your  worldly  wealth? 
A.  It  is. 

Q.  Without  going  over  the  ground  unduly,  just  very 
briefly,  because  I  am  not  sure  how  many  questions  Mr.  Ken¬ 
nedy  asked  you,  but  I  would  like  to  ask :  Broadly  speaking, 
when  you  have  voted  as  a  director,  either  of  American 
Export  or  National,  did  you  in  any  case,  before  voting, 
discuss  or  consult  with  any  of  your  partners  to  get  their 
views  or  suggestions  as  to  how  you  should  vote?  A.  I  did 
not. 

Q.  Have  you,  while  acting  as  director  of  American 
Export  or  National  Airlines,  ever  discussed  with  any  of 
your  partners  any  of  the  detailed  business  problems  facing 
you  as  a  director,  which  you  would  have  to  act  upon  as  a 
director?  A.  No. 

Q.  I  would  like,  in  that  connection,  to  just  show  you 
Public  Counsel’s  Exhibit  170,  which  is  a  letter  dated  [363] 
May  20, 1926.  The  initials  on  it  are  4 ‘A.  L.”  but  there  is  no 
signature  and  it  is  addressed  to  Mr.  Maurice  Karker,  of 
Jewel  Tea,  which  comes  from  the  files  of  Lehman.  From 
the  last  paragraph  of  that  letter,  would  you  tell  me  whether 
you  think  the  writer  is  Arthur  Lehman?  A.  I  believe  that 
is  Arthur  Lehman,  ves. 

Q.  And  not  Alan  Lehman,  as  referred  to  in  the  letter? 
A.  Yes.  The  style  is  Arthur’s. 

Q.  In  that  letter  is  a  paragraph  reading  as  follows: 
“In  the  office  of  Lehman  Brothers  the  relationship  between 
the  various  partners  is  so  close  that  even  letters  of  a  more 
or  less  personal  nature,  when  they  refer  to  the  various 
business  enterprises  in  which  we  are  interested,  are  seen  by 
others  beyond  the  one  to  whom  they  are  addressed.”  I 
would  like  to  ask  you  whether  that  letter  justifies  the  con¬ 
clusion  that  the  statement  that  you  just  made  ought  to  be 
qualified.  Does  that  mean  that  it  is  not  true,  as  you  said, 
that  partners  don’t  talk  to  each  other  about  the  details  of 
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business  affairs  of  corporations  of  winch  they  are  direc¬ 
tors?  A.  That  is,  it  does  not  affect  my  testimony  at  all, 
Mr.  Seligman,  for  two  reasons.  No.  1,  in  1926,  when  Arthur 
Lehman  wrote  that  letter,  most  of  the  partners  in  Lehman 
Brothers  wTere  Lehmans.  They  were  blood  relatives,  and 
they  are  probably  today;  I  don’t  know.  But  I  guess  there 
are  twice  as  many  partners  in  Lehman  Brothers  today  as 
there  w^ere  in  1926.  There  are  only  two  that  are  related  in 
any  way,  and  they  are  cousins,  not  brothers,  and  there  are 
[364]  differences  in  ages  and  personalities.  That  situa¬ 
tion,  if  it  did  exist  then,  no  longer  exists,  for  a  number  of 
reasons.  Does  that  answer  your  question,  Mr.  Seligirian? 

Q.  I  think  it  does.  Now  my  last  question,  Mr.  Thomas: 
Again  without  wanting  to  embarrass  you,  I  would  like  to  ask 
you  if  you  could  state  very  briefly  why  you  think  there  are 
advantages  to  these  two  companies,  of  which  you  are 
director,  in  your  continuing  on  the  boards?  Take  up 
National  Airlines  first.  A.  From  the  point  of  view  of 
National  Airlines,  my  interests  in  aviation  have  been  of 
long  standing  and  very  deep-rooted.  I  am  a  pilot.  I  served 
five  years  on  carriers  in  World  War  II  as  an  active  partici¬ 
pant  in  air  operations.  I  have  studied,  I  think,  the  rpute 
pattern  of  the  United  States,  as  far  as  the  commercial  air¬ 
lines  are  concerned,  very  carefully,  and  I  have  a  deep 
interest  in  seeing  that  route  pattern  sometime  straightened 
out.  I  feel  that  my  advice  to  National  in  matters  both 
related  to  its  daily  business  as  well  as  to  its  financial  prob¬ 
lems  is  of  worth  to  merit  my  place  on  the  board.  So  the 
management  has  told  me  at  different  times. 

Q.  Now  vrhat  can  you  say  about  American  Export?  A. 
American  Export  is  somewhat  different,  but  it  was  my 
baby,  so  to  speak.  I  conceived  the  idea  of  buying  it  arid  I 
have  been  in  daily  contact  with  it.  I  have  had  a  lot  to  say 
about  its  policy,  both  as  to  operations  and  as  to  finance. 
And,  as  you  pointed  out  so  correctly,  it  represents  a  sub¬ 
stantial  part  of  my  personal  fortune.  My  relationship  is 
so  close  with  that  company  that  I  sometimes  wonder 
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[365]  whether  I  am  in  the  banking  business  or  in  the  ship¬ 
ping  business. 

Mr.  Seligman:  That  is  all,  Mr.  Thomas.  Thank 
you. 

Examiner  Bryan:  Continental. 

Mr.  Leasure:  No  questions. 

Examiner  Bryan:  Do  you  have  any  questions, 
Mr.  Revnolds? 

Mr.  Reynolds :  I  have  one  matter  I  would  like  to 
ask  Mr.  Thomas  about. 

Cross  examination  by  Mr.  Reynolds: 

Q.  Mr.  Thomas,  in  Public  Counsel’s  exhibits,  beginning 
with  PC-S2  through  PC-85,  there  are  several  items  which, 
if  I  may  have  the  liberty  of  paraphrasing,  would  tend  to 
indicate  that  Pan  American’s  officials  requested  and  received 
from  you  certain  information  concerning  the  financial  con¬ 
dition,  balance  sheet,  etc.,  of  Pacific  Northern  Airlines, 
formerlv  known  as  Woodley  Airways.  The  first  letter, 
PC-82,  is  dated  December  10,  1947,  the  letter  from  you  to 
Mr.  Dean,  of  Pan  American,  and  I  wonder  if,  for  the  benefit 
of  the  record,  you  could  describe  how  this  request  for 
information  came  about  ?  A.  Yes,  sir,  Mr.  Reynolds.  I  had 
previously  become  a  stockholder  in  Art  Woodley’s  company, 
along  with  a  lot  of  friends  of  mine  in  California.  Woodley 
came  on  to  the  East  in  the  fall  of  1947,  and  we  were  having 
lunch  one  day  and  I  said,  “Art,  you  either  ought  to  buy 
Pan  American’s  Alaska  operation  or  you  ought  to  sell  out 
to  them.”  So  he  said,  “Well,  see  what  you  can  do.” 

Because  the  two  companies  were  with  one  another,  to  my 
mind  it  was  ridiculous  to  have  two  operations  when  up 
there,  [366]  for  various  topographical  reasons,  one  would 
be  better.  So  I  went  to  call  on  Mr.  Trippe  to  ask  him  if  he 
would  sell  Pan  American’s  Alaska  division.  When  he  was 
through  laughing  he  said  to  me,  “Why  do  you  want  to  do 
that?”  I  said,  “Because  I  represent  Art  Woodley  and  I 
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am  trying  to  make  a  deal  here.”  He  said,  “I  will  tell  you 
what  you  do.  We  will  buy  out  Woodley.  He  has  some  route 
out  there  that  we  like.”  I  said,  “I  don't  think  he  will  sell, 
but  if  you  like  me  to  I  wall  ask  him.  ’ ’ 

So  I  rang  up  Woodley,  and  Woodley  said,  “I  don't  mind. 
Let’s  see  what  kind  of  offer  they  will  make  me.” 

So  I  told  Mr.  Trippe  that.  He  said,  ‘‘Send  the  balance 
sheets,  the  figures,  so  we  can  have  something  to  make  up 
our  minds,  to  Mr.  Dean,  and  we  will  give  you  an  answer.” 

Q.  Nothing  ever  came  of  it  ?  A.  Nothing  transpired.  I 
was  simply  trying  to  make  a  deal. 

Q.  It  was  at  your  instance  and  not  at  Pan  American’s? 
A.  It  was  completely  at  my  instance. 

Q.  Did  Mr.  Robert  Lehman  ever  have  any  knowledge 
of  that  at  all?  A.  I  am  sure  he  has  never  heard  of  it. 

Mr.  Reynolds:  Those  are  all  the  questions  I  have. 

Examiner  Bryan:  Do  you  have  any  re-direct 
examination,  Mr.  Kennedy? 

Re-direct  examination  by  Mr.  Kennedy : 

Q.  Mr.  Thomas,  would  you  explain  to  us  what  “Amex- 
port,  Inc.”  is?  A.  When  Mr.  Coverdale  died,  his  estate 
consisted  [3G7]  in  a  large  measure  of  American  Export 
stock.  His  trustees  felt  it  would  be  proper  to  dispose  of 
that  stock.  I  wanted  to  buy  the  stock  and  formed  a  group 
to  buy  it.  But  we  were  putting  up  as  small  an  amount  of 
money  as  possible,  so  I  formed  a  corporation,  bought'  the 
stock  in  the  corporation,  and  borrowed  the  money  with  a 
non-recourse  loan  against  the  corporation.  So  it  is  not 
engaged  in  any  business  and  it  owns  60,000  of  American 
Export  Lines,  and  there  is  simply  a  corporation  standing 
between  the  buyer  and  the  bank,  as  it  were. 

Q.  The  “A”  and  “B”  are  different  classes  of  stock? 
A.  That  is  right.  The  “A”  represents  the  capital  put  in 
and  the  “B”  represents  any  profit  that  might  come  out  of 
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the  transaction.  The  corporation  was  organized  that  way 
for  tax  purposes  in  case  it  was  ever  liquidated. 

Mr.  Kennedy:  That  is  all  I  have,  Mr.  Examiner. 

Examiner  Bryan :  Thank  you,  Mr.  Thomas. 

(Witness  excused.) 

Examiner  Bryan:  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Bryan :  On  the  record. 

If  there  is  nothing  further,  we  will  recess  until 
tomorrow  morning  at  10  o’clock.  The  hearing  will 
be  in  Room  4S23,  Commerce  Building,  tomorrow,  and 
thereafter  it  will  be  here. 

(Thereupon,  at  4:45  o’clock  p.  m.,  a  recess  was 
taken  until  tomorrow,  December  12,  1950,  at  10 
o’clock  a.  m.) 
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[370]  UNITED  STATES  OF  AMERICA 
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Docket  No.  3605. 


Room  4823 

Commerce  Department  Building, 
Washington,  D.  C.  j 

Tuesday,  December  12,  1950. 

The  above-entitled  matter  came  on  for  further  hearing, 
pursuant  to  recess,  at  10:00  o’clock  a.  m. 

i 

Before : 

Herbert  K.  Bryan,  Examiner. 

Appearances : 

(As  heretofore  noted.) 

[371]  Proceedings.  ; 

Examiner  Bryan:  Are  we  ready  to  proceed?  I  believe 
the  first  thing  this  morning  we  will  take  Continental’s  wit¬ 
ness,  is  that  right?  ! 


In  the  Matter 

of 

Interlocking  relationships  under  Sec¬ 
tion  409(a)  of  the  Civil  Aeronautics 
Act  of  193S,  as  amended,  involving : 

Robert  Lehman 

Joseph  A.  Thomas 

Frederick  L.  Ehrman 

Pan  American  World  Airways,  Inc. 

National  Airlines,  Inc. 

Continental  Airlines,  Inc. 


Robert  F .  Six,  for  Continental — Direct. 

Mr.  Leasure :  At  this  time,  Mr.  Examiner,  I  would  like 
to  have  marked  for  identification  Continental’s  Exhibits  1 
through  9.  I  would  like  to  point  out  that  this  book  of 
exhibits  shows  that  CAL-2  has  been  revised.  Everybody 
I  am  sure  is  furnished  with  a  revised  copy.  I  have  copies 
of  CAL-1  revised  here,  which  is  simply  an  index  of  exhibits, 
a  revised  index  to  show  that  Xo.  2  has  been  revised.  The 
copies  which  I  will  hand  to  the  reporter  and  to  the  Examiner 
are  complete. 

In  addition,  I  would  like  to  have  marked  as  CAL  Exhibit 
A  a  paper  which  is  entitled  “  Statement  of  Position  by 
Robert  F.  Six,  President,”  which  has  been  given  to  all  the 
parties  in  advance. 

Examiner  Bryan:  Those  exhibits  will  be  marked  for 
identification  as  indicated  in  the  upper  right-hand  corner 
of  each  exhibit. 

(CAL-1,  2,  3,  4,  5,  6,  6 A,  7,  S,  and  9,  and  CAL-A 
marked  for  identification.) 

Mr.  Leasure :  I  will  call  Mr.  Six. 


Whereupon,  Robert  F.  Six,  called  as  a  witness  for  and 
on  behalf  of  Continental,  having  been  first  duly  sworn,  was 
examined  and  testified  as  follows: 

Direct  examination: 

Mr.  Leasure:  Before  proceeding  with  the  wit¬ 
ness  ’  [372]  testimony  I  would  like  to  state  that  as 
shown  in  the  exhibits,  Exhibit  CAL-1  to  S  were  sub¬ 
mitted  in  response  to  a  request  of  Public  Counsel 
and  Mr.  Six  is  being  presented  as  Continental’s  wit¬ 
ness,  it  having  been  requested  by  Public  Counsel. 

By  Mr.  Leasure : 

Q.  Mr.  Six,  will  you  state  your  name  for  the  record? 
A.  Robert  F.  Six. 
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Q.  And  your  position?  A.  President  of  the  Continental 
Airlines. 

Q.  Mr.  Six,  were  Exhibits  CAL-1  through  8  and  CAL-A 
prepared  under  your  general  direction  and  supervision?  A. 
That  is  correct. 

Q.  To  the  best  of  your  knowledge  are  they  true  and 
correct?  A.  They  are. 

Q.  Does  Exhibit  CAL-A  contain  a  brief  statement  of 
your  qualifications?  A.  It  does. 

Q.  Do  you  adopt  Exhibit  CAL-A  as  your  testimony  in 
this  proceeding  ?  A.  I  do. 

Mr.  Leasure:  You  may  cross  examine. 

Examiner  Bryan :  Counsel  for  Lehman  Brothers  ? 

(Discussion  off  the  record.) 

Examiner  Bryan:  On  the  record. 

National?  (No  response.) 

Pan  American? 

Mr.  Reynolds:  No  questions. 

Examiner  Bryan:  Public  Counsel? 

[373]  Cross  examination  by  Mr.  Simpson: 

Q.  Mr.  Six,  would  you  refer  to  CAL-2,  Continental 
Exhibit  No.  2.  Would  you  go  down  through  these  and  tell 
us  the  position  held  by  each  of  these  men?  A.  Starting 
with  Louis  H.  Mueller,  he  is  Chairman  of  the  Board  of  Con¬ 
tinental  Airlines.  Lawrence  C.  Ames  is  a  director  of  Con¬ 
tinental  Airlines.  Shelton  G.  Cooper,  a  director.  L.  B. 
Daniels,  a  director.  F.  L.  Ehrman,  a  director.  Marco  F. 
Heilman,  a  director.  J.  G.  Holland,  a  director.  Frank  H. 
Ricketson,  Jr.,  a  director.  Thomas  Roberts,  a  director  and 
officer.  C.  C.  West,  J r.,  an  officer  and  director. 

Q.  Would  you  state  the  office,  if  you  please?  A.  Vice 
president,  C.  C.  West,  Jr. 

Q.  You  are  president  of  course?  A.  Right.  0.  R. 
Haueter,  Vice  President,  Operations,  of  Continental,  j  He 
was  a  director.  He  is  not  a  director  at  the  present  time. 
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Q.  Would  you  state  the  circumstances  under  which  Mr. 
Ehrman  became  a  director  of  Continental?  A.  It  is  a  little 
hard  to  remember  all  the  circumstances  surrounding  it. 

Q.  Just  briefly.  A.  I  had  known  Mr.  Ehrman  for  many, 
many  years  prior  to  the  time  he  was  elected  to  the  Board 
of  Continental  Airlines. 

Q.  Do  you  remember  about  when  you  first  met  him? 
[374]  A.  I  could  not  give  you  the  exact  year  at  all. 

Q.  Could  you  guess  at  it?  A.  I  wouldn’t  attempt  to 
guess.  We  were  both  Californians,  from  the  same  state, 
and  knew  each  other  out  there  originally. 

Q.  When  did  you  ask  him  to  become  a  director?  In  1947, 
I  believe?  A.  Whatever  the  date  is. 

Q.  Did  you  approach  him  or  did  he  approach  you?  A. 
No,  we  approached  Mr.  Ehrman. 

Q.  Would  you  state  the  reasons  that  you  approached 
him?  A.  Knowing  Mr.  Ehrman  and  his  family  and  back¬ 
ground  and  what  not,  and  also  knowing  the  fact  that  Conti¬ 
nental,  as  any  other  airline,  was  going  to  need  money,  we 
wanted  to  make  some  financial  contact  in  the  east.  We  did 
not  think  we  could  raise  sufficient  funds  in  the  future  in 
Denver,  Colorado.  We  thought  Mr.  Ehrman  was  very  well 
qualified  both  through  his  experience  in  the  banking  busi¬ 
ness  and  through  our  personal  friendship  with  him,  know¬ 
ing  him  and  trusting  him  and  liking  him,  to  make  him  a 
director  of  Continental  Airlines. 

Q.  Was  Lehman  Brothers’  specialization  in  aviation 
matters  one  of  the  reasons  for  wanting  Mr.  Ehrman  in  as  a 
director?  A.  No.  I  don’t  think  that  came  into  the  thing 
at  all. 

Q.  Did  you  receive  any  advice  from  Mr.  Ehrman  prior 
to  his  election  to  the  Board  of  Directors?  Did  you  have 
any  [375]  business  dealings  with  him?  A.  Not  to  my  knowl¬ 
edge  that  I  can  remember. 

Q.  But  you  did  have  dealings  with  Lehman  Brothers 
prior  to  that  time,  is  that  right?  A.  That  is  correct. 
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Q.  On  what  types  of  matters  does  Mr.  Ehrman  give 
advice  to  Continental?  A.  I  think  we  have  discussed  almost 
every  type  of  matter  with  Mr.  Ehrman,  primarily  financing 
advice,  although  we  have  gone  into  personnel,  some  operat¬ 
ing  problems,  just  to  get  his  point  of  view  as  a  director.  I 
can  assure  you  that  plenty  of  times  we  never  took  his  advice 
on  some  of  those  matters.  j 

Q.  Do  you  keep  in  continuous  touch  with  Mr.  Ehrman 
on  business  matters?  A.  As  regards  Continental  Airlines, 
yes,  just  the  same  as  we  would  with  any  of  the  directors 
of  Continental  Airlines.  He  is  not  singled  out  for  any 
special  favor  over  any  other  director  of  Continental. 

Q.  You  discuss  all  major  policy  matters  with  him?  A. 
With  all  the  directors  of  Continental. 

l 

Q.  As  well  as  some  of  the  operational  problems?  A.  We 
discuss  them,  advise  them  of  it.  If  they  have  any  com¬ 
ment  to  make,  we  are  happy  to  hear  their  comments  on 
operating  problems.  In  most  cases  they  have  left  that  to 
management. 

Q.  Would  you  say  that  Mr.  Ehrman  is  a  fairly  active 
director?  A.  I  would  say  he  is  an  active  director,  as 
active  as  [376]  any  of  the  directors  are. 

Q.  Does  he  attend  the  directors  meeting  regularly?  A. 
I  believe  Mr.  Ehrman ’s  record  of  attendance  is  in  line 
with  that  of  the  other  directors. 

Q.  If  he  is  unable  to  attend,  does  he  ever  send  another 
person  from  Lehman  Brothers?  A.  He  has  never  sent 
anybody. 

Q.  Could  you  tell  us  what  types  of  questions  are  dis¬ 
cussed  at  directors  meetings?  In  other  words,  what  I 
want  to  get  is  what  do  you  handle  as  a  business  matter  and 
what  do  you  take  up  before  the  directors?  For  instance, 
the  purchase  of  equipment  would  have  to  go  before  the 
directors?  A.  Obviously  they  would  have  to  approve  any 
purchase  of  equipment.  j 

Q.  Any  mergers  or  financings.  A.  Anything  of  that 
nature  would  have  to  go  before  the  directors. 
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Q.  Do  you  have  any  set  amount  of  expenditures  which 
have  to  be  approved  by  the  Board  of  Directors?  A.  I 
don’t  believe  at  this  time  there  is  anything  in  our  by-laws, 
although  I  do  recall  years  back  there  was  something  in 
our  by-laws  on  expenditures,  that  I  spend  without  approval 
of  the  Board,  but  I  just  honestly  can’t  tell  you  without 
referring  to  the  by-laws  at  the  present  time. 

Q.  As  a  general  rule,  any  major  expenditure  is  ratified 
bv  the  Board  or  approved  bv  the  Board?  A.  That  is  right. 

[377]  Q.  Do  you  have  an  executive  committee?  A.  As 
such,  no. 

Q.  Do  you  have  any  kind  of  finance  committee  or  any¬ 
thing  that  passes  on  expenditures?  A.  No.  We  have  a 
budgetary  control  committee  within  the  management  of  the 
company  only. 

Q.  But  you  make  recommendations  on  expenditures 
directly  to  the  Board?  A.  That  is  correct. 

Q.  Will  you  look  at  Continental  Exhibit  No.  4,  please. 
This  states  that  you  signed  a  contract  for  five  aircraft  on 
August  17,  1947.  I  believe  they  are  CV240’s,  which  are 
Convairs,  is  that  correct?  A.  That  is  right. 

Q.  Would  you  look  at  Public  Counsel’s  Exhibit  129. 
A.  I  don’t  have  it. 

(Document  handed  to  the  witness  by  Mr.  Leasure) 
By  Mr.  Simpson : 

Q.  This  is  a  memorandum  written  by  Mr.  Kendrick  R. 
Wilson  of  Lehman  Brothers  to  Mr.  Frederick  L.  Ehrman 
of  Lehman  Brothers,  and  it  concerns  the  proposed  merger 
of  Continental  Airlines  and  Midcontinent  Airlines.  If  you 
will  look  on  page  3  of  that,  Mr.  Six,  at  the  top  of  the  page 
it  says  Continental  has  a  firm  purchase  contract  for  five 
CV240  aircraft.  Are  those  the  same  aircraft?  Inci¬ 
dentally,  the  date  of  this  is  January  7, 1948,  and  the  date  on 
which  you  signed  the  contract  was  August  1946.  Are  those 
the  same  aircraft?  A.  Presently  in  use. 
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[37S]  Q.  The  one  that  PC-129  refers  to —  A.  The 
which  ? 

Q.  The  five  aircraft  that  PC-129  refers  to  are  those 
which  you  made  a  contract  to  purchase  in  1946,  is  that 
right?  A.  That  is  right. 

Q.  Those  aircraft  were  purchased  prior  to  the  time  that 
Mr.  Ehrman  became  a  director  of  the  Board?  A.  That  is 
right. 

Q.  At  the  time  you  considered  purchasing  these  air¬ 
craft  did  you  talk  with  anybody  in  Lehman  Brothers  about 
it?  A.  No.  Nobody  in  Lehman  Brothers  at  all.  The  prin¬ 
cipal  people  we  talked  to  regarding  the  purchase  of  air¬ 
craft  were  the  Chief  Engineer  of  the  Douglas  Aircraft  Com¬ 
pany  for  their  best  advice. 

Q.  You  mean  Douglas  or  Consolidated?  A.  I  mean 
Douglas  Aircraft.  They  were  friends  of  ours.  To  get 
their  advice  on  this  particular  type  of  aircraft. 

Q.  I  see.  "What  other  types  of  aircraft  does  Continental 
own?  A.  Just  the  CV240  and  DC-3’s.  ' 

Q.  Have  you  purchased  any  other  aircraft  since  1947, 
any  DC-3’s?  A.  We  have  purchased  some  DC-3’s  from  time 
to  time,  converted  them,  sold  them  to  Feeder  lines  and 
things  like  that.  The  exact  number  I  don’t  remember  at 
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the  present  time.  i 

Q.  Have  you  purchased  any  for  your  own  use?  [379] 
A.  For  our  personal  use?  i 

Q.  Yes.  A.  No.  I 

Q.  Have  you  ever  at  any  time  considered  the  purchase 
of  any  aircraft  since  1947  for  your  own  use?  A.  You:mean 
for  executive  use  of  the  airplane?  j 

Q.  I  mean  for  the  use  of  Continental  Airlines.  A.  I 
misunderstood  your  question.  We  considered  the  possi¬ 
bility  of  buying  two  more  CV240s  and  three  additional 
DC-3’s,  used. 

Q.  What  was  the  date  on  that?  A.  I  just  don’t  know. 

Q.  It  has  been  since  1947?  A.  Oh,  yes.  It  has  been 
within  the  last  two  years  or  year  and  a  half. 
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Q.  Did  Mr.  Ehrman  take  part  in  those  negotiations? 
A.  The  Board  authorized  me  if  I  recall  correctly  to  pur¬ 
chase  three  used  DC-3’s  and  I  believe  the  records  will  show 
that  somewhere  in  the  last  six  months — I  do  not  think,  as  a 
matter  of  fact,  Mr.  Ehrman  was  present  at  that  meeting. 
As  to  the  240 ’s  it  never  even  got  up  to  Board  discussion, 
the  additional  two  240 ’s.  It  was  within  the  management 
of  the  company. 

Q.  Did  you  ever  discuss  it  with  Mr.  Ehrman  outside  of 
a  board  meeting?  A.  Not  to  my  knowledge. 

Q.  That  is  the  only  other  time  that  you  considered  the 
purchase  of  other  aircraft  since  1947?  A.  To  the  best  that 
I  can  remember. 

[380]  Q.  Will  you  refer  to  Continental  Exhibit  No.  6, 
please.  This  exhibit  is  a  history  of  Continental  Airlines 
stock.  It  shows  a  great  number  of  private  placements  and 
two  public  placements.  Did  Lehman  Brothers  help  you  with 
any  of  these  private  placements,  do  you  recall?  A.  None  of 
the  private  placements  that  I  can  possibly  recall. 

Q.  You  have  had  just  two  public  placements  since  1935, 
the  common  stock  of  1941  and  the  common  stock  of  1948,  is 
that  correct?  A.  That  is  right. 

Q.  The  stock  of  1941  was  handled  by  Lehman  Brothers  ? 
A.  That  is  right. 

Q.  Did  you  work  personally  on  that  issue?  A.  I  did. 

Q.  With  what  persons  in  Lehman  Brothers  did  you 
work?  A.  I  worked  with — I  am  trying  to  think  exactly. 
There  were  a  lot  of  different  people  I  talked  to  in  there. 
We  were  trying  to  get  money  desperately  at  that  time.  I 
know  that.  I  talked  with  Mr.  Robert  Lehman  originally 
about  it,  who  referred  me  back  to  the  industrial  department 
of  Lehman  Brothers  to  go  into  our  figures  and  see  if  they 
could  help  us  out  on  the  whole  thing.  The  exact  people 
involved  at  that  time  I  can’t  tell  you  right  now,  all  the 
people  I  talked  to. 

Q.  Did  you  talk  with  Mr.  Ehrman?  A.  I  just  don’t 
remember  whether  I  did  or  not. 
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Q.  You  did  talk  with  different  people,  and  that  is  a^l  you 
can  remember?  [381]  A.  Yes.  j 

Q.  In  the  1948  financing  did  you  deal  mainly  with  Mr. 
Ehrman?  A.  With  Mr.  Ehrman  on  the  1948? 

Q.  That  is  correct?  A.  That  is  right. 

Q.  Did  Mr.  Ehrman  attempt  to  persuade  Continental  to 
give  Lehman  Brothers  the  1948  financing?  A.  The  1948 
what  ? 

Q.  The  1948  financing.  A.  No.  We  came  to  them. 

Q.  You  went  to  them.  Did  you  discuss  this  financing 
with  anybody  else  in  the  investment  banking  business?  A. 
I  discussed  some  financing  with  Mr.  McDonald  of  Slyth 
and  Company  at  one  time. 

Q.  Was  that  with  reference  to  this  particular  financing? 
A.  It  was  during  that  time  because  money  for  airline 
securities  was  very  difficult  to  get.  I  did  have  several  dis¬ 
cussions  with  Blyth  and  Company. 

Q.  Why  did  you  decide  to  give  it  to  Lehman  Brothers? 
A.  Blyth  said  they  couldn’t  do  the  deal. 

Q.  At  one  time  was  there  a  proposal  for  the  merger  of 
National,  Midcontinental  and  Continental?  A.  I  would  say 
it  was  more  a  proposal  to  try  to  work  out  a  through  inter¬ 
change  of  aircraft  which  might  possibly  lead  to  such  a  deal 
in  the  future.  That  was  the  time  when  the  Board  was  tell¬ 
ing  us,  let’s  get  together  and  do  things  like  that,  and  direc¬ 
tives,  orders  and  conversations  were  [382]  coming  out. 
Being  a  small  carrier,  I  think  Continental  could  be  accused 
of  trying  to  merge  with  almost  everybody  in  the  country 
except  Pan  American  Airways. 

Q.  Would  you  refer  to  Exhibit  PC-135.  This  exhibit 
shows  some  excerpts  from  the  corporate  minutes  of  the 
meetings  of  the  Board  of  Directors  of  Continental  Airlines, 
and  the  first  entry  there  is  a  meeting  of  March  15,  1948, 
which  states : 

“Mr.  Ehrman  reported  on  his  discussions  with 
Mr.  G.  T.  Baker,  President  of  National  Airlines, 
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Inc.,  regarding  a  possible  merger  of  National  Air¬ 
lines,  Midcontinent  Airlines,  and  Continental  Air¬ 
lines,  and  further  discussion  took  place.” 

Could  you  tell  me  a  little  more  about  what  functions  Mr. 
Ehrman  performed  in  this  merger?  A.  I  don't  know  what 
Mr.  Ehrman  actually  discussed  with  Mr.  Baker.  I  talked 
to  Mr.  Baker  myself  on  several  occasions.  To  go  back,  first 
there  were  discussions  over  the  years  between  Continental 
and  Midcontinent,  which  I  have  always  felt  and  still  feel  is 
a  very  logical  possible  merger  to  submit  to  the  Board  for 
approval.  Following  that  through,  Mr.  Baker  had  made  a 
public  statement,  as  I  recall  it,  that  he  would  interchange 
or  deal  with  any  one  on  a  through  service  situation.  Cer- 
tainlv  from  the  Pacific  Northwest  and  through  Denver  to 
the  Florida  area  there  is  no  good  service  available  today. 
You  have  to  go  to  Chicago  or  go  clear  around.  After  deal¬ 
ing  with  Midcontinent  and  thinking  we  might  have  a  deal, 
I  myself  talked  to  Ted  Baker,  went  to  Florida  myself  and 
saw  him  in  Florida  on  the  [383]  possibility  that  if  we  made 
a  deal  with  Midcontinent,  why  not  hook  up  with  New 
Orleans  and  use  his  non-stop  from  New  Orleans  to  Florida, 
thereby  giving  us  a  through  service  from  Denver  where 
United  would  feed  into  it  from  Los  Angeles,  San  Francisco, 
Seattle  and  Portland. 

Q.  Is  this  a  merger  or  interchange  or  both?  A.  Just 
talking  in  the  future,  both.  There  certainly  was  never  anv 
possible  closing  stage.  It  was  merely  a  discussion  of 
possibilities. 

Q.  Mr.  Ehrman  did  not  participate  in  those  discussions? 
A.  No,  he  did  not  participate. 

Q.  Mras  Mr.  Ehrman  put  on  a  committee  to  discuss  this 
with  Mr.  Baker?  A.  No.  There  was  no  committee  on  it  at 
all. 

Q.  Did  you  ask  him  to  discuss  it  with  Mr.  Baker?  A. 
That  I  can't  remember  whether  I  did  or  not.  I  would  guess 
that  Mr.  Ehrman,  like  everybody  else,  was  trying  to  get 
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some  sunshine.  He  probably  went  to  Florida  to  get  some 
sunshine  and  ran  into  Mr.  Baker  and  had  a  drink  with  him 
and  shot  the  breeze  on  the  whole  deal. 

Q.  Did  you  at  any  time  discuss  this  matter  with  Mr. 
Thomas  of  Lehman  Brothers?  A.  No. 

Q.  Did  vou  discuss  it  with  anybody  else  in  Lehman 
Brothers?  A.  Not  to  mv  knowledge,  not  that  I  remember. 

Q.  But  to  the  best  of  your  knowledge  you  don’t  remem¬ 
ber  any  formal  discussions —  A.  There  never  at  any  time 
were  any  formal  discussions  [384]  on  the  thing. 

Q.  That  is  the  only  time  that  there  ever  has  been  any 
consideration  of  a  merger  with  National  Airlines,  is  that 
right?  A.  That  is  right. 

Q.  Do  you  have  any  contract,  agreements  or  arrange¬ 
ments  of  any  kind  with  National?  A.  Not  to  my  knowledge. 

Q.  You  referred  to  the  industrial  department  of  Leh¬ 
man  Brothers  a  few  minutes  ago.  Have  you  ever  gotten 
advice  from  them  on  any  other  matters  besides  financing? 
A.  If  Mr.  "Wilson  is  in  the  industrial  department,  who  pre¬ 
pared  this  analysis  of  Midcontinent,  then  I  would  say  ves. 
I  don’t  recall  whether  he  is  in  the  industrial  department  or 
not. 

Q.  Have  you  ever  received  any  advice  on  operational 
problems  or  anv  other  advice  from  anvbodv  else  in  Lehman 

y  y  y  y 

Brothers  besides  Mr.  Ehrman  A.  No. 

1 

Mr.  Simpson :  That  is  all  I  have. 

Examiner  Bryan:  Mr.  Seligman,  any  questions? 
Mr.  Seligman:  No  questions. 

Examiner  Bryan:  Any  further  questions,  Mr. 
Leasure? 

Re-direct  exam  ination  by  Mr.  Leasure : 

Q.  Mr.  Six,  do  you  remember  whether  it  was  you  or  Mr. 
Ehrman  or  someone  else  who  thought  up  this  National- 
Midcontinent-Continental  deal?  A.  I  know  exactly  who 
thought  it  up.  I  did.  j 
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[385]  Mr.  Leasure:  That  is  all. 

Examiner  Bryan:  Any  further  questions? 

(No  response.) 

Thank  you,  Mr.  Six. 

(Witness  excused.) 

Mr.  Leasure :  At  this  time,  Mr.  Examiner,  I  would 
like  to  offer  for  the  record  Continental  Exhibits  1 
through  9  and  A.  I  would  like  to  note  that  there  is 
a  6A. 

Examiner  Bryan:  Any  objections?  If  not,  they 
will  be  received. 

Mr.  Seligman:  Does  that  include  that  supple¬ 
mental  statement? 

Examiner  Bryan:  That  is  CAL-A,  yes. 

(Exhibits  CAL-1,  2,  3,  4,  5,  6,  6 A,  7,  8,  and  9,  and 
CAL-A  previously  marked  for  identification,  received 
in  evidence.) 

Mr.  Leasure:  That  concludes  Continental’s  pres¬ 
entation,  Mr.  Examiner. 

Examiner  Bryan:  Do  you  wish  to  continue  with 
your  witnesses,  Mr.  Kennedy? 

Mr.  Kennedy:  Yes,  Mr.  Examiner.  I  will  call 
Mr.  Frederick  Ehrman. 


Whereupon,  Frederick  L.  Ehrmax,  called  as  a  witness 
for  and  on  behalf  of  the  Government,  having  been  first  duly 
sworn,  was  examined  and  testified  as  follows : 

Direct  examination  by  Mr.  Kennedy: 

Q.  Mr.  Ehrman,  you  are  a  member  of  the  firm  of  Lehman 
[386]  Brothers,  is  that  correct?  A.  Yes. 

Q.  How  long  have  you  been  a  member  of  that  firm?  A. 
Since  June  1941. 
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Q.  Prior  to  that  time  were  you  associated  with  the  firm? 
A.  Yes,  sir.  ! 

Q.  For  how  long  a  period  of  time?  A.  July  1928. 

Q  Would  you  tell  us  how  you  first  met  Mr.  Robert  Six, 
Mr.  Ehrman?  A.  Mr.  Six  comes  from  San  Francisco  and 
so  do  I.  I  can’t  recall  just  how  I  met  him.  It  was  many, 
many  years  ago.  I  don’t  even  know  the  exact  year.  He 
was  around  San  Francisco,  and  so  was  I. 

Q.  Was  this  prior  to  your  association  with  Lehman 
Brothers?  A.  Yes.  j 

Q.  Did  you  have  continuous  contact  with  him  from  the 
time  of  your  association  with  Lehman  Brothers  thereafter? 
A.  Yes,  I  think  so. 

Q.  When  did  you  first  discuss  with  Mr.  Six — first  of  all, 
was  your  first  discussion  on  the  subject  of  your  becoming  a 
director  of  Continental  with  Mr.  Six  or  was  it  with  some¬ 
one  else?  A.  I  don’t  ever  remember  discussing  the  subject 
with  Mr.  Six.  My  recollection  is  that  he  asked  me  if  I 
wanted  to  be  a  director. 

Q.  That  was  the  first  time  the  matter  ever  came  up? 
[387]  A.  That  was  the  first  time  the  matter  ever  came  up. 

Q.  Do  you  recall  just  about  when  that  was?  A.  No,  I 
don’t.  I  know  I  was  elected  a  director  in  1947  some  time, 
so  I  assume  it  was  just  prior  to  my  election. 

Q.  It  was  just  prior  to  your  election?  A.  I  assume  so. 

Q.  Did  Mr.  Six  give  you  any  reasons  why  he  thought 
it  would  be  desirable  for  you  to  serve  on  his  board?  A.  I 
don’t  believe  so. 

Q.  Had  you  had  any  business  contacts  with  Continental 
in  your  capacity  as  a  partner  of  Lehman  Brothers  prior  to 
your  service  on  the  Board  of  Continental?  A.  I  was  asso¬ 
ciated  with  it  in  some  way,  but  I  can’t  define  it  exactly,  with 
the  1941  deal.  I  obviously  had  been  interested  in  aviation 
during  my  entire  business  career.  So  I  must  have  been  con¬ 
sulted  at  that  time  as  to  whether  I  thought  this  was  a  desir¬ 
able  piece  of  financing,  not  consulted  as  a  partner  because 
I  don’t  believe  I  w^as  a  partner  at  that  time.  I  think  I 
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became  a  partner  just  after  that.  I  had  seen  Mr.  Six  from 
time  to  time  in  Xew  York  and  San  Francisco.  I  don't 
believe  we  ever  talked  business,  although  we  talked  aviation 
because  we  had  a  mutual  interest  in  airlines. 

Q.  You  did  some  work  on  the  1941  public  financing?  A. 
I  didn't  do  anv  real  work  on  it.  As  a  matter  of  fact,  I  don’t 
think  there  was  any  real  work  done  on  it. 

Q.  You  did  advise  your  firm  as  to  whether  it  would  be 
desirable  to  do  that  offering?  A.  I  don't  remember. 

[3SS]  Q.  Did  you  give  any  advice  to  Continental  us  to 
whether  it  was  desirable  from  their  point  of  view  to  make 
that  offering?  A.  I  don’t  know. 

Q.  Did  thev  solicit  anv  advice  from  vou?  A.  Xo. 

Q.  During  what  period  did  you  serve  in  the  Xavy, 
Mr.  Ehrman?  A.  I  was  in  the  Xavy  from  December  7, 
1941,  to  I  believe  August  24,  1945.  I  remember  the  day  I 
got  out. 

Q.  You  remember  well  the  day  you  got  in,  too?  A.  X 
remember  well  the  day  I  got  in,  too,  the  day  after  Pearl 
Harbor. 

Q.  Mr.  Ehrman,  apart  from  that  period  of  your  service 
with  the  Xavy  did  you  have  any  contacts  with  Continental 
between  the  public  offering  of  April  13,  1941,  and  your 
election  to  the  Board  in  1947?  A.  T  don’t  understand  the 
question  exactly. 

Q.  I  assume  you  had  no  substantial  contacts  with  Con¬ 
tinental.  A.  Mr.  Six,  who  was  a  personal  friend  of  mine, 
I  saw  him  from  time  to  time.  'Whether  we  ever  discussed 
Continental  affairs  or  not  I  don’t  know.  It  was  one  of  those 
general  conversations,  if  we  did.  I  am  sure  we  did. 

Q.  So  you  had  some  personal  conversations  about  the 
affairs  of  Continental  during  your  service  in  the  Xavy  ?  A. 
Xo,  I  didn't  see  Mr.  Six  while  I  was  in  the  Xavy. 

Q.  All  right.  We  are  clear,  then,  that  while  you  were 
in  the  Xavy  you  did  not  sec  Mr.  Six  or  any  one  else  in 
[3S9]  Continental?  A.  That  is  correct. 
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Q.  The  balance  of  the  period  between  April  1941  and 
the  time  when  you  were  elected  you  did  see  Mr.  Six  during 
that  period?  A.  Yes. 

Q.  And  you  did  have  some  discussions  with  him  on  the 
affairs  of  Continental?  A.  General,  on  aviation  and  Conti¬ 
nental.  There  was  no  business  discussion.  j 

Q.  Do  you  know  whether  or  not  during  that  time  Mr. 
Six  had  any  discussions  with  any  other  partners  of  Leh¬ 
man  Brothers?  A.  I  am  quite  sure  he  did  not. 

Q.  "When  Mr.  Six  invited  you  to  serve  on  his  board 
did  you  discuss  with  the  other  partners  of  Lehman 
Brothers  whether  it  would  be  appropriate  for  you  to  serve 
on  the  board?  A.  No. 

Q.  Did  you  participate  in  the  discussions  in  the  Conti¬ 
nental  Board  which  led  to  tthe  public  offering  of  April  27, 
1948?  A.  No,  I  don’t  believe  I  was  at  that  meeting.; 

Q.  You  were  not  at  that  meeting?  A.  No. 

Q.  Did  it  come  up  at  just  one  meeting?  A.  I  believe  so. 
My  recollection  of  that  transaction  is  that  Mr.  Six  called 
me  up  and  told  me  they  were  contemplating  offering  what¬ 
ever  it  was,  $350,000  worth  of  [390]  stock,  and  asked  me 
whether  I  believed  the  issue  was  salable  and  whether  Leh- 

i 

man  Brothers  could  sell  it. 

Q.  And  what  was  your  response  to  that?  A.  I  told  him 
that  aviation  securities  were  not  very  salable  at  the  moment, 
which  they  were  not,  that  we  had  never  done  a  deal  of  that 
size  which  doesn’t  even  require  a  registration  statement, 
but  I  believed  it  could  be  sold  and  subsequently  we  sold  it. 

Mr.  Seligman:  In  order  that  the  record  is  cor¬ 
rect  here,  may  I  ask  a  question  of  Mr.  Ehrman.  You 
said  this  was  a  deal  for  $350,000, 1  think.  Didn’t  you 
mean  $300,000,  which  is  the  maximum  under  regula¬ 
tion  A? 

The  Witness :  That  is  right.  We  did  not  file  under 
the  Securities  Act, — I  had  forgotten  the  amount. 


i 


256 


Frederick  L.  Ehrman,  for  Government — Direct. 

By  Mr.  Kennedy: 

Q.  Mr.  Ehrman,  have  you  sat  in  on  meetings  of  the  Con¬ 
tinental  Board  where  problems  of  the  choice  of  aircraft 
were  discussed?  A.  I  don’t  believe  I  have  ever  been  to  a 
meeting  where  they  discussed  the  purchase  of  equipment. 

Q.  You  haven’t  avoided  such  meetings,  have  you?  A. 
No,  sir. 

Q.  It  is  just  that  the  problem  hasn’t  come  up?  A.  That 
is  correct. 

Q.  You  wouldn’t  consider  yourself  disqualified  in  any 
way  to  participate  in  decisions  on  the  choice  of  equipment? 
A.  I  -would  not. 

Q.  Did  you  discuss  with  Mr.  Six  at  the  time  Continental 
[391]  contemplated  purchasing  Convair  aircraft  the  desir¬ 
ability  of  such  a  purchase?  A.  No,  I  did  not. 

Q.  Did  you  have  any  discussions  with  anybody  in  Con¬ 
tinental  at  any  stage  as  to  the  desirability  of  the  purchase 
of  Convair  aircraft?  A.  No,  I  did  not. 

Q.  Have  you  ever  discussed  the  subject  of  possible 
equipment  purchases  by  Continental  with  your  partner, 
Mr.  Hertz?  A.  No. 

Q.  Mr.  Ehrman,  would  you  tell  us,  please,  how  long 
you  have  known  Mr.  Marco  F.  Heilman,  who  is  another 
director  of  Continental?  A.  Since  I  was  about  three  years 
old. 

Q.  Is  he  a  long-time  personal  friend  of  yours?  A.Yes, 
sir. 

Q.  He  was  at  one  time  associated  with  Lehman 
Brothers?  A.  That  is  right. 

Q.  He  is  now  associated  with  the  firm  of  J.  Barth  & 
Company?  A.  That  is  right. 

Q.  Can  you  tell  us  what  the  business  of  J.  Barth  &  Com¬ 
pany  is?  A.  J.  Barth  &  Company  is  mainly  in  the  broker¬ 
age  business  and  to  some  extent  in  the  investment  banking 
business. 

Q.  Does  Lehman  Brothers  from  time  to  time  have  busi¬ 
ness  contacts  with  J.  Barth  &  Company?  [392]  A.  Yes,  sir. 
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Q.  Has  J.  Barth  &  Company  participated  in  syndicates 
which  Lehman  Brothers  managed?  A.  Yes. 

Q.  Did  you  have  any  discussions  with  Mr.  Heilman  about 
your  serving  on  the  Continental  Board?  A.  No,  I  did  not. 

Q.  Did  you  have  anything  to  do  with  Mr.  Heilman’s  elec¬ 
tion  to  the  Continental  Board?  A.  I  did  not.  I 

Q.  You  never  discussed  the  matter  with  anybody  in 
Continental?  A.  No. 

Q.  Did  you  prior  to  your  election  to  the  Board  of  Conti¬ 
nental  ever  discuss  the  affairs  of  Continental  with  Mr.  Hell- 
man?  A.  I  don’t  believe  so,  not  to  the  best  of  my  knowl¬ 
edge.  j 

Q.  Have  you  had  discussions  with  him  on  the  affairs 
of  Continental  since,  outside  of  directors  meetings?  A. 
Since  I  have  been  on  the  Board? 

Q.  Since  you  have  been  on  the  Board?  A.  Yes. 

Q.  You  have  discussed  Continental’s  affairs  informally? 
A.  Yes,  sir. 

Q.  Have  you  ever  had  any  understanding  with  Mr.  Hell- 
man  that  you  and  he  would  take  the  same  position  on  any 
matter  that  would  come  before  the  Board  of  Continental? 
A.  No,  sir. 

[393]  Q.  Mr.  Ehrman,  if  Continental  proposed  to  do  a 
financing,  would  you  try  to  get  that  business  for  Lehman 
Brothers?  A.  Yes — always  within  the  scope  that  it  was 
the  best  deal  Continental  could  get  and  consistent  with  my 
responsibilities  to  the  stockholders  as  a  director. 

Q.  Yes.  If  financing  matters  came  before  the  Board  of 
Directors  of  Continental,  would  you  give  your  advice  on 
what  an  appropriate  financing  program  for  Continental 
would  be?  A.  Yes,  I  would. 

Q.  Mr.  Ehrman,  the  firm  of  Lehman  Brothers  owns  as 
a  firm  a  certain  number  of  shares  of  Continental  Airlines, 
isn’t  that  a  fact?  A.  That  is  correct. 

Q.  Would  you  consider  it  appropriate,  in  view  of  that 
fact,  to  discuss  with  any  of  your  other  partners  what  posi¬ 
tion  you  might  take  on  matters  that  came  before  the  Board 
of  directors  of  Continental?  A.  I  would  not. 
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Q.  Well,  in  general,  wouldn't  you  discuss  with  other 
stockholders  if  you  were  requested  to,  what  you  might  do 
as  a  director  of  the  company?  A.  Xo,  I  would  not. 

Q.  Apart  altogether  from  whether  you  considered  your¬ 
self  bound  by  such  discussions,  but —  A.  I  wouldn't  see 
any  reason  to  discuss  with  other  stockholders  what  posi¬ 
tion  I  would  take. 

Q.  Suppose  they  solicited,  we  will  sav,  discussion  with 
[394]  you  on  the  subject  and  asked  to  have  you  consider 
their  views,  would  you  participate  in  a  discussion  with  them 
on  the  subject?  A.  I  don’t  quite  follow  the  question.  You 
mean  if  a  stockholder  came  to  me,  if  you  were  a  stockholder 
and  came  to  me  and  said,  “I  want  to  talk  about  Continental 
with  you".  Is  that  it? 

Q.  Suppose  I  were  a  stockholder  and  came  to  you  and 
said,  “Mr.  Elirman,  you  are  a  director  of  the  company  and 
I  don't  like  the  way  things  are  being  done  by  the  manage¬ 
ment  and  I  wish  you  would  do  something  to  change  this  or 
that  thing",  you  wouldn't  hesitate  to  listen  to  me  on  the 
subject,  would  you?  A.  Xo,  I  would  not. 

Q.  If  any  of  your  partners  raised  that  subject  with  you, 
you  wouldn't  hesitate  to  listen  to  them?  A.  My  partners 
never  have  and  I  don't  see  any  reason  why  they  would. 

Q.  But  if,  in  view  of  their  stockholdings  they  did  raise 
the  subject  with  you,  you  would  consider  it  appropriate  to 
listen  to  them? 

Mr.  Seligman:  Mr.  Examiner,  I  am  wondering 
again  if  we  are  getting  into  what  I  called  yesterday 
an  “iffy"  question.  The  witness  has  said  the  part¬ 
ners  never  have  asked.  He  said  if  any  stockholder 
asked,  he  would  listen  to  him.  What  further  is  there 
to  ask  about  what  he  would  do  if  a  partner-stock¬ 
holder  asked?  I  think  you  are  pressing  unduly  the 
questions  about  theoretical  possible  conflicts  which 
haven’t  arisen. 

[395]  Examiner  Bryan:  I  think  the  answer  to 
the  one  question  is  the  final  one. 
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i 

Mr.  Kennedy:  Would  you  read  the  question? 

i 

(The  pending  question  was  read  by  the  reporter.) 

The  Witness:  I  would  listen  to  any  stockholder 
who  wished  to  discuss  the  affairs  of  Continental  with 
me.  i 


By  Mr.  Kennedy: 

i 

Q.  Have  you  ever  discussed  the  affairs  of  Continental 
with  any  of  your  partners?  A.  No. 

Q.  Are  you  clear  in  your  recollection  of  that*  Mr. 
Elirman?  A.  I  am. 

Q.  You  have  never  had  any  discussion  on  the  affairs  of 
Continental  with  any  of  your  partners?  A.  Well,  with  the 
exception  perhaps  of  the  financing  in  194S  when  I  certainly 
informed  them  that  we  were  going  to  sell  their  stock. 

Q.  Did  you  ever  discuss  with  any  of  your  partners  a 
possible  Continental-Midcontinent  merger?  A.  I  may  have 
informed  them  that  there  were  discussions  going  on  between 
Continental  and  Midcontinent,  but  that  was  no  secret. 
Everybody  in  the  industry  knew  that.  j 

Q.  To  that  extent  you  did  talk  to  your  partners  about 
it?  A.  Yes.  I  didn’t  consider  that  the  affairs  of  Con¬ 
tinental.  i 

Q.  With  any  of  your  partners  did  you  discuss  the  pos¬ 
sible  Continental-Midcontinent  merger?  [396]  A.  I  don’t 
believe  I  discussed  it  specifically  with  any  one.  I  may  have 
mentioned  it  in  a  general  conversation  that  there  "was  a  dis¬ 
cussion  going  on  of  a  possible  merger  between  Midconti¬ 
nent  and  Continental. 

Q.  You  don’t  recall  anything  more  than  that?  A.i  No. 

Q.  In  your  firm  is  Mr.  Robert  Lehman  sometimes 
referred  to  as  Bobby?  A.  He  is.  I 

Q.  You  referred  in  the  early  part  of  your  testimony, 
Mr.  Ehrman,  to  vour  interest  in  aviation.  Could  vou  tell 
us  a  little  bit  about  your  general  background  in  that  field? 
A.  I  suppose  I  became  interested  in  aviation  when  I  first 
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went  into  business,  which  was  in  1927,  because  there  was 
considerable  glamor  at  that  time  connected  with  airlines, 
which  were  starting,  with  Lindbergh’s  flight,  with  airplane 
manufacturing  companies.  I  read  and  studied  as  much 
as  I  could  about  it.  Subsequently,  when  I  went  with 
Lehman  Brothers  they  had  various  aviation  interests  and 
I  continued  my  interest  in  the  subject  of  aviation,  in  addi¬ 
tion  to  which  I  knew  several  people  in  the  business,  and 
in  the  normal  course  of  financing  we  were  invited  to  par¬ 
ticipate  in  underwritings  which  other  houses  have  on  TWA, 
United,  American  Airlines,  and  what  have  you.  At  those 
times  I  studied  the  participations  which  were  being  offered 
to  us.  I  also  was  friendly  with  Mr.  Six,  and  subsequent 
to  my  election  as  a  director  of  Continental  I  continued  to 
follow  it.  I  also  know  other  people  in  this  business. 

[397]  Q.  Did  you  ever  work  on  issues  for  National  or 
for  Pan  American?  A.  No. 

Q.  How  long  have  you  known  Mr.  Baker,  of  National? 
A.  I  don’t  know  exactly.  I  don’t  know  Ted  Baker  very 
intimately.  I  would  say  I  met  Mr.  Baker — I  suppose  it 
was  prior  to  the  war.  My  recollection  of  Ted  Baker  is 
after  the  war.  I  don’t  remember  him  before  the  war. 

Q.  Have  you  done  any  work  on  the  affairs  of  National 
while  associated  with  Lehman  Brothers?  A.  No. 

Q.  Could  you  tell  us  how  this  discussion  with  Air.  Baker 
on  the  subject  of  a  National-Midcontinent-Continental 
merger  arose?  A.  Frankly,  I  don’t  remember  talking  to 
Mr.  Baker  about  it.  When  I  heard  that  here  todav  I  tried 
to  recall  what  conversation  I  had  had  with  Baker  or  what, 
according  to  those  minutes,  I  reported  to  the  Continental 
Board  and  I  don’t  remember  a  darned  thing  about  it. 

Q.  Could  you  tell  us  whether  or  not  you  discussed  a 
National-Midcontinent-Continental  merger  with  any  one 
besides  Mr.  Baker?  A.  I  would  guess  not  because  to  me 
that  would  be  an  impossible  merger,  number  one.  It 
doesn’t  seem  to  be  a  possibility.  If  anybody  would  men¬ 
tion  that  to  me,  it  might  be  an  idea  that  Bob  Six  thought 
up  in  the  sun  in  Florida,  but  I  wouldn’t  think  it  possible. 
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Q.  You  don’t  dispute  the  accuracy  of  the  statement — 
A.  I  certainly  do  not,  but  I  don’t  think  it  is  a  [398]  possi¬ 
bility.  I 

Q.  In  other  words,  you  think  it  clear  that  you  had  the 
conversations  with  Mr.  Baker.  You  just  don’t  recall  them? 
A.  I  don’t  know*  that  I  have  ever  talked  to  Baker  about  it, 
but  I  suppose  I  did  if  he  said  I  was  going  to  report  on 
something. 

Q.  Have  you  participated  in  negotiations  looking 
toward  a  Continental-Midcontinent  merger?  A.  No.  I 
have  discussed  them,  obviously,  as  a  director  of  the  com¬ 
pany. 

Q.  With  whom  have  the  discussion  taken  place?  A. 
In  directors’  meetings. 

Q.  Within  Continental?  A.  Yes. 

Q.  Have  you  had  any  discussions  with  directors  of 
Midcontinent  on  the  subject  ?  A.  No. 

Q.  In  discussing  the  matter  in  Continental  have  you 
discussed  the  problem  of  whether  Lehman  Brothers  would 
do  any  w'ork  on  the  merger  or  receive  a  fee  for  work  on 
the  merger?  A.  I  have  never  discussed  that  subject.  We 
have  never  really  come  to  grips  with  it.  Obviously  we  did 
some  wrork  at  one  time  by  giving  that  report  to  Mr.  Six 
on  the  financial  aspects  of  how  the  two  companies  would  fit 
together.  Other  than  that,  no. 

Q.  Do  you  know  whether  you  were  paid  for  that  work? 
A.  I  know  that  we  were  not. 

[399]  Q.  In  general  from  time  to  time  Lehman 
Brothers  has  been  paid  for  doing  work  on  details  of  a 
merger,  is  that  correct  ?  A.  Yes. 

Q.  Would  you  refer,  please,  to  Exhibit  PC-210,  Mr.  Ehr¬ 
man?  Beginning  at  page  1, 1  am  going  to  ask  some  general 
questions  with  reference  to  that  situation.  Mr.  Ehrman, 
have  you  read  this  exhibit  before?  A.  I  think  I  have  seen 
it.  I  don’t  say  I  have  read  it.  I  have  seen  it.  I  haven’t 
read  it  through. 
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Q.  You  mean  you  have  seen  it  in  this  form?  A.  That 
is  right,  but  I  didn’t  read  the  thing. 

Q.  Will  you  tell  us  the  circumstances  under  which  Leh¬ 
man  Brothers  was  invited  by  Capital  Airlines  to  give  them 
advice  on  a  refinancing  plan  ?  A.  Yes.  I  was  out  to  dinner 
one  night  with  Mr.  Six,  and  it  happened  that  we  met  Mr. 
Carmichael.  Mr.  Carmichael  was  in  considerable  trouble, 
as  you  all  may  know,  that  is,  Capital  Airlines  was  in  trouble 
financially.  Mr.  Carmichael  that  evening  started  to  dis¬ 
cuss  the  financial  problems  of  Capital  Airlines,  and  at  that 
time  I  said  to  him  that  I  did  not  feel  like  discussing  it  just 
at  that  moment,  but  if  he  was  serious  he  should  come  down 
to  see  me  the  next  morning,  which  he  did.  He  told  me  the 
problem.  It  was  a  very  complex,  difficult  problem  which 
as  far  as  I  know  nobody  up  to  that  time  had  been  able  to 
solve.  I  thought  about  it,  and  I  told  him  because  of  my 
interest  in  the  aviation  field  I  would  be  willing  to  undertake 
this  work,  although  I  knew  that  my  firm  could  not  receive 
adequate  compensation  for  the  work  that  would  have  to  be 
done,  seeing  [400]  that  Capital  Airlines  was  not  in  a  very 
good  financial  position.  I  also  said  that  we  would  not  take 
any  compensation  unless  we  were  successful  in  formulating 
a  plan  of  reorganization.  That  is  the  incident. 

Q.  You  subsequently  did,  as  these  minutes  disclose,  a 
substantial  amount  of  work  on  this  project,  is  that  right? 
A.  I  worked  for  about  14  or  15  months  on  it. 

Q.  IVas  Lehman  Brothers  eventually  compensated  for 
this  work?  A.  Yes. 

Q.  The  fee  was  received  by  Lehman  Brothers  and  was 
treated  as  a  partnership  income,  was  it  not?  A.  That  is 
correct. 

Q.  Did  you  at  any  time  suggest  to  Capital  Airlines  or 
to  anyone  in  Capital  Airlines  that  they  might  discuss  with 
Pan  American  the  possible  acquisition  of  Capital  by  Pan 
American?  A.  No,  I  don’t  believe  I  did. 

Q.  Did  you  go  to  Pan  American  yourself  or  did  any  one 
in  Lehman  Brothers  go  to  Pan  American  to  discuss  that 
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project?  A.  X  had  one  conversation  with  Pan  American — I 
believe  Mr.  Trippe  was  there,  but  I  don’t  remember  who 
else — on  the  possibility  of  Pan  American’s  acquiring  Capi¬ 
tal  as  a  solution  to  Capital’s  financial  problems,  which 
had  become  very  difficult  at  that  point. 

Q.  What  was  the  response  of  Mr.  Trippe  to  this  sugges¬ 
tion?  A.  They  weren’t  interested  in  it. 

[401]  Q.  Mr.  Ehrman,  you  were  present,  I  take  it,  at 
discussions  with  Mr.  Euler,  of  the  Mellon  Bank  in  which 
he  proposed  a  Branifif-Capital  merger?  A.  I  wouldn’t  say 
I  was  present  at  a  discussion.  He  suggested  that,  yes, 

Q.  Were  you  present  at  the  discussions  where  he;  indi¬ 
cated  that  he  might  take  certain  steps  if  a  merger  of  Braniff 
and  Capital  didn’t  take  place?  A.  No,  I  wasn’t  present. 

Mr.  Kennedy:  That  is  all,  Mr.  Examiner. 

Examiner  Bryan:  Cross  examination?  Mr.  Selig- 
man? 


Cross  examination  by  Mr.  Seligman: 

! 

Q.  Mr.  Ehrman,  with  reference  to  the  1948  financing 
by  your  firm  of  the  $300,000  security  issue  of  Continental, 
I  think  you  testified  that  while  at  that  time  you  were  an 
employee  and  not  a  partner  of  the  firm,  and  your  general 
advice  had  been  asked  for,  you  had  beyond  that  no  contact 
and  did  no  work  on  the  financing?  A.  That  is  correct,  to 
the  best  of  my  recollection. 

Q.  Was  the  financing  in  fact  handled  in  Lehman 


Brothers  bv  Mr.  Marco  Heilman,  who  was  then  with 


Leh¬ 


man  Brothers  ?  A.  I  think  so.  I  am  not  quite  clear  on  that, 
either.  I  think  that  Heilman  did  more  work  than  I  did. 
I  know  he  did  more  work  than  I  did. 

Q.  Mr.  Kennedy  asked  you  a  question  before  as  to 
whether  you  had  discussed  witli  Mr.  Hertz  the  purchase  of 
Consolidated  Vultee  Aircraft  by  Continental,  and  I  think 
[402]  you  answered  that  you  had  not  discussed  it.  I  would 
like  to  call  to  vour  attention  the  fact  that  Mr.  Hertz  in  the 


I 


264 


Frederick  L.  Ehrman,  for  Government — Cross. 

testimony  he  gave  in  this  proceeding  on  November  15  stated 
that  one  day  at  a  partners’  lunch  he  heard  you  say  that 
Continental  was  negotiating  with  Consolidated  Vultee  to 
purchase  aircraft.  I  would  like  to  ask  you  first  of  all  when 
was  the  date  of  the  Consolidated  Aircraft  purchase  by  Con¬ 
tinental?  Do  vou  remember  that  date?  A.  I  don’t  know 
* 

the  exact  date,  but  it  was  prior  to  my  election  as  a  director. 

Q.  Do  you  recollect  mentioning  the  subject  of  the  pur¬ 
chase  of  Consolidated  Aircraft  by  Continental  at  a  firm 
luncheon?  A.  No. 

Q.  You  don’t  recollect  it?  A.  I  am  quite  sure  I  didn’t. 

Q.  You  are  quite  sure  you  did  not.  A.  I  am  sure. 

Q.  Do  you  recollect  having  mentioned  at  the  firm 
luncheon  when  Mr.  Hertz  was  present  some  time  after  you 
were  on  the  Board  and  after  the  purchase  had  been  con¬ 
tracted  for — do  you  recollect  ever  having  discussed  the 
question  of  financing  the  purchase  and  helping  the  com¬ 
pany  finances?  A.  I  don’t  know  whether  Mr.  Hertz  was 
present  or  he  was  not,  but  some  time  I  believe  in  1947  or 
1948  Mr.  Six  and  I  negotiated  a  loan  with  the  Chase  Bank 
to  finance  the  purchase  of  this  equipment  and  it  is  quite 
possible  that  after  we  had  consummated  the  loan,  that  in 
the  general  course  of  conversation  I  made  a  statement  that 
Continental  [403]  had  borrowed  some  money  from  Chase 
to  finance  the  purchase  of  Convair  Aircraft,  and  it  is  pos¬ 
sible  that  that  is  what  Mr.  Hertz  was  referring  to.  I  knew 
nothing  about  the  negotiations  for  the  purchase.  Since  I 
wasn’t  on  the  Board  and  didn’t  hear  about  it  until  after 
it  was  over,  his  statement  could  not  possibly  be  correct. 

[404]  Q.  So  your  explanation,  then,  of  this  apparent 
conflict  is  that  when  Mr.  Hertz  testified  that  he  had  heard 
you  say  at  lunch  that  you  were  negotiating,  what  he  just 
overheard  was  that  you  were  talking  about  the  financing 
of  the  aircraft  that  had  already  been  contracted  for;  is  that 
right?  A.  I  guess  that  is  so,  because  it  is  obvious  I  couldn’t 
have  negotiated  for  the  pending  negotiations  for  the  Con¬ 
vair  aircraft.  I  don’t  know  what  he  was  talking  about. 
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I 

Q.  Mr.  Ehrman,  I  would  like  to  just  ask  you  one  or 
two  questions  which  are  similar  to  those  you  have  heard 
asked  of  your  partners.  Did  you,  when  acting  as  a  director 
of  Continental,  ever  discuss  with  any  of  your  partners, 
before  you  voted  as  a  director,  how  you  should  vote?  A.  I 
never  have. 

Q.  Did  you  ever  get  any  instructions  or  orders  from 
any  of  your  partners  as  to  how  you  should  vote  as  a  direc¬ 
tor?  A.  No. 

Q.  Did  any  of  your  partners  ever  attempt  to  influence 
you  as  to  how  you  should  vote  as  a  director  of  Continen¬ 
tal,  or  otherwise  carry  out  any  of  your  responsibilities  as 
a  director  of  Continental?  A.  They  never  have. 

Q.  Have  you,  as  a  director  of  Continental,  ever  dis¬ 
cussed  with  any  of  your  partners  the  affairs  of  Continental 
or  divulge  any  information  about  Continental,  except,  of 
course,  w’hen  discussing  with  your  partners  the  [405] 
financing  of  1948  in  which  thev  took  a  commitment?  A. 
No. 

Q.  The  statement  that  you  have  made  here,  Mr.  jEhr- 
man,  is  that  you  personally  own  2,000  shares  of  Continental. 
Is  that  correct?  A.  That  is  correct. 

Q.  The  only  other  question  I  w’ould  like  to  ask  you,  Mr. 
Ehrman,  is:  There  is  a  statement  which  has  been  filed  as 
an  exhibit,  which  you  have  not  read,  which  has  not  been, 
therefore,  brought  to  your  attention;  which  includes  Mr. 
Six’s  views  as  to  why  he  thinks  your  continuation  on  the 
Board  of  Directors  of  Continental  is  beneficial  to  it!.  I 
would  like  to  ask  you,  without  embarrassing  you  unduly, 
knowing  how’  modest  you  are,  if  you  can  state  in  a  general 
w’ay  why  you  think  you  are  of  value  on  the  Board  of  the 
company?  A.  As  I  testified  previously,  I  have  been  inter¬ 
ested  in  airlines  and  all  things  related  to  aviation  for  a 
great  number  of  years.  Over  that  period  I  have  famili¬ 
arized  myself  with  the  route  patterns  of  the  various  lines 
in  the  country.  I  believe  that,  as  a  layman,  I  know  a  con¬ 
siderable  amount  about  airline  operation,  as  much  as  any 
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layman.  I  have  had  a  great  deal  of  experience  in  finan¬ 
cial  matters  relating  to  airlines,  and  I  believe  that  a  com¬ 
bination  of  a  knowledge  of  the  industry  plus  a  financial 
background  would  be  of  benefit  to  an  airline  and  I  could 
be  of  benefit  to  an  airline  as  a  director. 

Q.  I  think  that  answers  that  question,  Mr.  Ehrman. 
There  is  just  one  last  thing  which  I  would  like  to  ask  you 
[406]  about. 

Public  Counsel’s  Exhibit  132,  which  I  will  show'  you, 
is  a  letter  of  yours  to  Mr.  Six,  dated  March  3,  194S.  The 
last  paragraph  of  that  reads: 

“Bobby  has  been  asking  me  what  you  have  done 
about  Ryan.  I  suggest  that  you  get  in  touch  with 
him  and  keep  him  informed  on  this  situation.” 

Mr.  Ehrman,  I  gather  from  the  question  Mr.  Kennedy 
has  asked  before,  as  to  who  “Bobby”  w’as,  this  was  the 
document  which  he  had  in  mind,  and  I  think  undoubtedly 
he  will  endeavor  from  that  sentence  to  build  up  some  very 
interesting  theory.  Before  he  does  it,  I  would  like  to  know’ 
what  the  facts  are. 

Mr.  Kennedy:  Mr.  Examiner,  I  move  to  strike 
that.  I  asked  Mr.  Ehrman  a  question,  and  what 
theory  I  might  build  from  his  answer  to  the  ques¬ 
tion — 

Examiner  Bryan :  Will  you  rephrase  that  ? 

Mr.  Seligman:  I  w’ill  rephrase  the  question. 

By  Mr.  Seligman: 

Q.  Undoubtedly,  this  was  the  document  which  wras  the 
basis  of  Mr.  Kennedy’s  interest  in  Mr.  Lehman’s  first 
name,  and  I  therefore  am  asking  you  what  that  sentence 
refers  to?  A.  I  don’t  remember.  That  w’as  written  in 
1948  and  I  have  no  recollection  as  to  w’hv  it  w’as  discussed. 
Since  the  only  Ryan  I  know’  is  Tommy  Ryan,  or  have  heard 
of,  I  probably  am  making  some  reference  to  Tommy  Ryan. 


Frederick  L.  Ehrman,  for  Government — Cross,  i 

Q.  Would  it  help  you  at  all  to  refresh  your  recollection 
if  I  show  you  Public  Counsel’s  Exhibit  131,  which  is  a  let¬ 
ter  of  January  28,  194S  from  Mr.  Six  to  Mr.  [407]  to  Mr. 
Mueller,  which  does  refer  to  Tommy  Ryan?  A.  All  this 
exhibit  means  to  me  is  that  at  that  time,  which  I  happen 
to  remember,  there  were  some  discussions  going  on  with 
Mid-Continent  towards  a  merger,  and  I  believe  that  they 
said  they  wouldn’t  merge  unless  we  cancelled  the  contract 
for  the  Convairs ;  which  we  obviously  refused  to  do.  And 
if  you  are  trying  to  link  that  to  this  thing  over  here,  which 
I  really  don’t  recollect,  it  may  be  that  Robert  Lehman 
wanted  to  know  what  the  progress  of  this  merger  was,  he 
being  a  stockholder  of  Continental  at  that  time,  if  he  was. 
But  I  don’t  even  know  the  owner  of  the  stock. 

Q.  Is  Mr.  Ryan  an  officer  of  Mid-Continent?  A.  I  don’t 
know.  He  is  a  principal  stockholder. 

Q.  And  there  had  been  at  that  time  some  conversations 
with  respect  to  a  possible  merger  of  Mid-Continent  and 
Continental;  is  that  right?  A.  I  would  gather  so.  There 
were  continuous  discussions  of  that  subject,  which  have 
never  come  to  fruition.  So  possibly  that  is  one  of  the  times 
that  the  Continental  Board  was  discussing  it. 

Q.  Therefore,  while  you  are  not  sure,  you  think  the  sen¬ 
tence  about  “Bobby”  asking  what  you  have  done  about 
Ryan  refers  to  possible  developments  in  a  merger  between 
Mid-Continent  and  Continental?  A.  I  would  guess  so.  | 

Mr.  Seligman:  That  is  all,  Mr.  Ehrman. 

Mr.  Kennedy :  Mr.  Examiner,  I  have  one  or  two 
further  questions. 

Examiner  Bryan:  We  will  first  see  if  the  other 
counsel  [40S]  have  any  examination.  Does  Conti¬ 
nental  have  any  questions? 

Mr.  Leasure:  No  questions. 

Examiner  Bryan :  Pan  American? 

Mr.  Reynolds:  No  questions. 

Examiner  Bryan:  All  right,  Mr.  Kennedy,  you 
may  proceed. 
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Re-direct  examination  by  Mr.  Kennedy: 

Q.  Mr.  Ehrman,  your  testimony  is  quite  clear,  I  take  it, 
that  you  never  discussed  the  subject  of  Convair  aircraft 
with  Mr.  Hertz?  A.  Absolutely. 

Q.  In  connection  with  the  five  Convair  aircraft  that  Con¬ 
tinental  actually  purchased?  A.  No. 

Q.  Have  you  ever  discussed  with  Mr.  Hertz  the  pur¬ 
chase  of  any  additional  Convair  aircraft?  A.  No,  sir. 

Mr.  Kennedy:  That  is  all,  Mr.  Examiner. 
Examiner  Bryan :  Thank  you,  Mr.  Ehrman. 

We  will  have  a  five-minute  recess. 

(Short  recess.) 

Examiner  Bryan:  Are  we  ready  to  proceed? 

Mr.  Kennedy:  We  will  call  Mr.  Gibbs. 


Whereupon,  Edwin  Gibbs  was  called  as  a  witness  by 
Public  Counsel  and,  having  been  duly  sworn,  was  examined 
and  testified  as  follows: 

[409]  Direct  examination  by  Mr.  Kennedy: 

Q.  Mr.  Gibbs,  will  you  state  your  full  name,  please?  A. 
Edwin  Gibbs. 

Q.  And  you  are  in  the  employ  of  Lehman  Bros.,  is 
that  correct?  A.  Yes,  sir. 

Q.  How  long  have  you  been  in  the  employ  of  Lehman 
Bros.?  A.  Twenty-eight  years. 

Q.  Would  you  tell  us  what  your  position  is  with  Lehman 
Bros.?  A.  I  have  charge  of  the  registration  division,  which 
has  to  do  with  the  registration  of  securities  under  the 
Securities  Act,  and  I  have  some  general  duties  connected 
with  the  partners.  I  have  supervision  over  the  activities 
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of  the  Audit  Department  and  of  the  Investment  Advisory 
Department,  to  see  that  they  don’t  conflict  with  our  under¬ 
writing  commitments,  and,  generally  speaking,  preparation 
of  underwriting  agreements  and  agreements  among  under¬ 
writers  and  selling  agreements  and  such  things. 

Mr.  Kennedy:  Mr.  Examiner,  I  would  like  to 
have  marked  for  identification  15  exhibits,  marked 
Exhibits  1  to  15,  which  show  on  their  face  that  they 
have  been  submitted  in  behalf  of  Messrs.  Lehman, 
Thomas  and  Ehrman,  pursuant  to  your  report  of 
May  5,  1950,  as  modified. 

Examiner  Bryan:  That  will  be  marked  for  iden¬ 
tification  as  Exhibit  PC-224. 

(The  document  referred  to  was  marked  Exhibit 
PC-224  for  identification.) 

i 

[410]  By  Mr.  Kennedy: 

Q.  Mr.  Gibbs,  were  these  documents  marked  Exhibit  1 
to  15,  now  designated  as  PC-224,  prepared  under  your 
supervision  and  direction?  A.  Yes,  they  were. 

Q.  And  are  they  true  and  correct,  to  the  best  of  your 
knowledge  and  belief?  A.  They  are. 

Q.  The  information  here,  as  to  various  partners,  the 
directorates  they  hold,  their  stock  holdings,  and  the  cir¬ 
cumstances  under  which  they  became  directors  of  various 
companies  was  all  supplied  to  you  by  those  partners;  is 
that  correct?  A.  It  was. 

Mr.  Seligman:  Mr.  Examiner,  may  I  ask,  so  the 
record  is  clear : 

When  you  refer  to  that  exhibit,  you  are  referring 
to  the  exhibit  as  corrected  by  the  statement  you 
made,  I  think,  yesterday,  are  you? 

Mr.  Kennedy:  Yes.  All  references  are  to  the 
exhibit  as  corrected. 
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By  Mr.  Kennedy: 

Q.  Mr.  Gibbs,  are  these  exhibits  true,  to  the  best  of 
your  knowledge  and  belief,  true  and  correct?  A.  They  are. 

Q.  And  are  they,  to  the  best  of  your  knowledge  and 
belief,  a  complete  response  to  the  items  of  the  Examiner’s 
report,  which  Lehman  Bros,  was  asked  to  make  available? 
A.  They  are. 

[411]  Q.  Will  you  turn,  please,  Mr.  Gibbs,  to  Exhibit  8 
of  PC-224?  This  exhibit  shows  holdings  of  stock  by  the  firm 
of  Lehman  Bros.,  on  page  1  of  Exhibit  S.  A.  Yes. 

Q.  Are  these  the  beneficial  holdings  of  Lehman  Bros.? 
A.  These  are  the  beneficial  holdings  of  Lehman  Bros. 

Q.  And  they  would  include,  would  they,  or  would  they 
not,  some  holdings  that  were  not  in  the  name  of  Lehman 
Bros.?  A.  In  some  cases  they  might. 

Q.  Do  they  include  any  holdings  of  Lehman  Bros,  which 
are  legal  but  not  beneficial;  in  other  words,  where  Lehman 
Bros,  is  just  a  street  name  or —  A.  No.  These  are  beneficial 
holdings. 

Q.  These  are  all  beneficial  holdings?  A.  Yes. 

Q.  Is  that  true  of  the  stock  holdings  shown  under  the 
names  of  the  individual  partners  of  Lehman  Bros.?  A. 
Yes,  sir. 

Q.  There  are  no  cases  where  the  holding  is  merely  as 
a  nominee?  A.  No,  sir. 

Mr.  Seligman:  Mr.  Kennedy,  I  am  wondering 
whether  it  might  be  well  to  correct  that  title  of 
Exhibit  8,  in  view  of  the  witness’  testimony.  The 
second  line  has  in  it  the  words  “legally  or  bene- 
ficallv.”  I  have  forgotten  what  vou  actuallv  asked 
for. 

Mr.  Kennedy:  In  any  case,  this  is  what  I  wanted. 

Mr.  Seligman:  Perhaps  we  might  correct  the 
exhibit  [412]  by  striking  out  those  words. 

Mr.  Kennedy:  If  we  could  just  strike  out  the 
words  “legally  or”. 

Examiner  Bryan:  All  right. 
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By  Mr.  Kennedy: 

Q.  And,  as  stricken,  the  exhibit  would  be  accurate, 
would  it,  Mr.  Gibbs?  A.  That  is  correct. 

Q.  Mr.  Gibbs,  are  you  familiar  with  the  relationship 
between  American  Cable  and  Radio  Corporation  and  Com¬ 
mercial  Pacific  Cable  Company?  A.  No. 

Mr.  Kennedy :  That  is  all  I  have,  Mr.  Examiner. 

Examiner  Bryan:  Do  you  have  any  questions, 
Mr.  Seligman? 

Mr.  Seligman:  No  cross-examination. 

Examiner  Bryan:  Does  Pan  American  have  any 
questions? 

Mr.  Reynolds:  No  questions. 

j 

(Witness  excused.) 

*##••• 

[41S]  Mr.  Seligman:  Air.  Examiner,  I  would  like 
to  take  up  next,  if  I  may,  before  we  get  to  this  book 
of  exhibits,  Exhibit  PC-222. 

[419]  I  will  admit  that  I  don’t  know  whether 
Mr.  Kennedy  brought  it  out,  or  not,  but  we  have 
stipulated  that  the  facts  in  here  are  correct. 

Is  that  on  the  record? 

Mr.  Kennedy:  Yes,  that  is  on  the  record,  subject 
to  the  corrections  that  were  read  into  the  record. 

•  ••••# 

[421]  Mr.  Seligman:  Any  document  that  came 
from  the  Lehman  files  we  recognize  obviously  as 
being  a  document  of  which  there  is  a  correct  copy 
in  the  files.  I  take  it  that  anv  document  which  has 
been  furnished  by  any  one  of  the  airline  companies 
as  part  of  this  proceeding  we  will  likewise  not  ques¬ 
tion. 

•  ••••• 


i 
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Colloquy. 

[425]  Examiner  Bryan:  On  the  record. 

Mr.  Kennedy:  I  would  like  to  amend  that  to  ask 
that  the  agreement  be  with  respect  to  all  documents 
which  purport  to  be  from  anybody  associated  with 
Lehman  Bros,  or  to  anybody  associated  with  Lehman 
Bros. 

Examiner  Bryan:  Copies  would  be  in  your  files, 
with  respect  to  either  of  those. 

Mr.  Seligman:  No,  that  isn’t — .  Are  you  limiting 
this  to  copies  in  the  files  of  Lehman  Bros  ? 

[426]  Examiner  Bryan:  That  is  right,  copies  in 
your  files. 

Mr.  Seligman:  You  are  limiting  this  to  copies  in 
our  files? 

Examiner  Bryan:  Yes. 

Mr.  Reynolds :  Both  incoming  and  outgoing. 

Mr.  Seligman:  If  I  limited  that  to  outgoing,  I 
didn’t  mean  to,  I  agree. 

#••••• 

[43S]  Mr.  Kennedy:  All  right.  Can  the  record 
show  that  the  authenticity  of  all  documents  other 
than  those  in  Section  6  is  conceded? 

Examiner  Bryan:  Section  6  being  all  the  way 
through. 

Mr.  Kennedy:  It  goes  up  to  PC-202.  Exhibit 
PC-210  is  the  Capital  Airlines  minutes. 

Mr.  Seligman:  All  right,  Mr.  Examiner,  may  we 
interrupt? 

Mr.  Kennedy :  Mr.  Reporter,  does  the  record  show 
that  there  is  agreement  by  counsel  on  that  subject? 

Examiner  Bryan:  Y"es,  they  have  indicated  so. 

•  ••#•• 
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F.  L.  Ehrman,  previously  sworn,  was  recalled  as  a  wit¬ 
ness,  and  was  examined  and  testified  further,  as  follows : 

Cross  examination  (continued)  by  Mr.  Seligman: 

Q.  Mr.  Ehrman,  you  were  on  the  stand  this  morning, 
and  I  omitted  to  call  to  your  attention  Exhibit  PC-172  which 
is  from  the  files  of  Lehman  Bros.,  being  a  memorandum 
[439]  prepared  by  you  dated  July  9,  1932,  addressed  to 
Mr.  Mazur.  I  call  your  attention  to  the  fact  that  in  this 
memorandum,  page  1,  paragraph  1(D),  you  talk  about  “our 
directors”  and  again  on  page  2,  the  third  paragraph,  you 
talk  about  “our  director.”  Now,  I  would  like  to  ask  you, 
when  you  use  that  phrase  referring  to  partners  of  Lehman 
Bros,  who  were  directors  of  companies,  what  you  mean  by 
that?  A.  By  what? 

Q.  When  you  said  ‘  ‘  our  director.  ’  ’  A.  Wrhen  I  said 1 1  our 
director”  in  that  memorandum — although  I  have  never  seen 
it  before,  it  is  back  in  1932 — “our”  is  used  purely  as  a 
matter  of,  let’s  say,  loose  language.  It  means  a  director 
who  represented  himself  and  happened  to  be  associated 
with  or  was  a  partner  of  Lehman  Bros.  I  didn’t  have  a 
chance  to  read  the  memorandum,  but  you  showed  it  to  me, 
so  I  don’t  know  what  it  really  refers  to.  But  I  am  sure 
that  that  is  a  question  of  language. 

I  want  to  say  at  this  point  that  in  1932  I  had  only  been 
associated  with  Lehman  Bros,  for  a  matter  of  four  years, 
and  my  capacity  there  was  a  rather  minor  one.  I  assume 
that  Mr.  Mazur  was  then  a  partner  and  that  he  asked  me  to 
express  an  opinion  on  some  subject  on  the  policy  of  the 
industrial  department,  and  I  gave  my  ideas  of  this,  and  that 
it  was  purely  a  matter  of  language.  ; 

Is  there  anything  else  you  want  on  this? 

Q.  I  think  that  covers  it.  Mr.  Ehrman,  I  would  like  to 
ask  you  further:  There  are  in  various  exhibits  of  Public 
Counsel  which  have  been  offered  in  evidence  but  have  [440] 
not  yet  been  passed  on  for  relevancy  of  various  statements 
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such  as  “our  representatives  on  the  Board”  or  “directors 
of  companies”  and  “we  are  represented  on  boards  of  com¬ 
panies.”  Now,  that  term  you  have  heard  used  by  members 
of  your  organization,  and,  if  so,  what  does  it  mean?  A. 
Well,  I  assume  I  have  heard  it  used  just  as  it  is  used  in  those 
memorandums  which  you  refer  to,  again  being  a  matter  of 
language  or  the  loose  use  of  language  because  in  an  associa¬ 
tion  such  as  Lehman  Bros,  which  I  think  Mr.  Robert  Leh¬ 
man  described  quite  adequately  in  his  testimony,  is  really 
an  association  of  individuals  who  are  partners  in  the  sense 
of  the  word  but  operate  really  autonomously  in  their  own 
sphere.  Now,  when  you  converse  or  talk  about  people  in 
that  organization,  you  may  use  the  expression  “we”  or 
“ours”  or  whatever  it  may  be  because  you  are  associated 
together  in  a  loose  way  and  in  a  way  which  we  hope  is 
profitable.  But  it  would  be  a  very  good  example  for  the 
Communists  as  far  as  organization  is  concerned  because  it 
is  a  community,  and  everybody  operates  by  himself  and  on 
his  own,  more  or  less. 

Q.  Now,  Mr.  Ehrman,  I  would  like  to  ask  you  this:  Are 
there  some  cases  of  corporations  where  it  is  true  that  the 
partners  who  are  directors  in  fact  represent  Lehman  Bros.? 
A.  Well,  there  are  two  which  come  to  mind.  I  guess  there 
is  no  question  about  that.  One  is  the  Lehman  Corporation 
where  we  Lave  a  management  contract,  and  there  is  no  ques¬ 
tion  there,  the  contract  being  with  the  firm,  that  those  part¬ 
ners  who  are  directors  of  the  Lehman  [441]  Corporation 
represent  the  firm  of  Lehman  Bros,  as  such.  The  other 
one - 

Q.  Now,  before  you  finish  that  case,  may  I  ask  you,  just 
to  get  it  on  the  record,  when  was  the  Lehman  Corporation 
organized  and  by  whom  and  who  selected  the  Board  of 
Directors?  A.  Well,  the  Lehman  Corporation,  I  believe, 
was  organized  in  1929.  I  had  onlv  been  with  Lehman  Bros, 
for  a  year.  I  believe  that  was  the  date  it  was  organized. 
The  organization  was  formed  by  the  firm  of  Lehman  Bros, 
as  an  investment  trust.  As  I  recall  it,  prior  to  the  Invest- 
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ment  Company  Act,  if  that  is  correct,  all  of  the  directors 
of  the  corporation  were  partners  of  Lehman  Bros.  After 
the  Investment  Company  Act  it  was  the  law  that  a  certain 
percentage — and  I  don't  even  know  what — had  to  be  out¬ 
side  directors. 

Q.  And  those  directors  of  Lehman  Corporation  were 
selected  by  whom?  'Were  they  selected  by  the  firm  or  some¬ 
body  else?  A.  I  don’t  understand  the  question.  You  mean 
the  outside  directors? 

Q.  No,  the  initial.  A.  The  initial  directors  were  selected 
by  the  firm. 

Q.  Now,  can  you  refer  to  the  other  case  that  you  started 
to  mention.  A.  The  other  case  which  is  not  quite  clear  in 
my  own  mind  but  which  might  be  another  example  is  the 
case  of  General  American  Investors  which  began  as  an 
investment  trust  and  which  was  organized  prior  to  the 
Lehman  Corporation.  I  don’t  know  the  exact  date.  It  was 
[442]  organized  by  the  firms  of  Lehman  Bros,  and  Lazard 
Freres  jointly.  I  assume  that  in  the  initial  instance  the 
directors  of  General  American  wTere  made  up  solely  of 
Lehman  Bros,  and  Lazard.  Again  after  the  Investment 
Company  Act  I  assume  that  it  was  necessary  to  put  outside 
directors  on  that  Board,  and  although  it  isn’t  as  clear  in 
my  mind  as  the  Lehman  Corporation,  I  would  assume  that 
those  directors  were  partners  representing  the  firm  of 
Lehman  Bros,  on  that  Board. 

Mr.  Seligman:  Thank  you.  That  is  all.  ; 

Re-direct  examination  by  Mr.  Kennedy : 

Q.  How  much  of  the  stock  of  the  Lehman  Corporation 
is  owned  by  the  firm  of  Lehman  Bros.,  do  you  know?  A.  I 
don’t  know.  I  will  have  to  refer  to  Mr.  Gibbs.  i 

Mr.  Gibbs :  It  was  originally  10  per  cent. 

The  Witness:  In  the  original  instance  it  was  10 
per  cent. 
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Mr.  Gibbs :  It  is  so  stated  on  the  prospectus. 

Mr.  Kennedy:  What  is  the  percentage  now? 

Mr.  Gibbs:  Pardon  me? 

The  Witness:  That  is  by  the  firm  of  Lehman 
Bros,  itself? 

Mr.  Kennedy:  Yes. 

The  Witness:  I  am  not  sure  that  the  firm  of 
Lehman  Bros,  owns  any  of  the  stock  of  Lehman  Cor¬ 
poration. 

Mr.  Gibbs :  They  do  own  a  very  small  holding. 

The  Witness :  It  is  a  very  minor  holding.  How¬ 
ever,  I  want  to  say  in  answer  to  that  question  that 
the  partners  of  the  firm  and  their  families  own  a  con¬ 
siderable  amount  of  [443]  stock. 

By  Mr.  Kennedy  : 

Q.  Do  they  own  in  excess  of  1  per  cent?  A.  You  mean 
the  families  and  the - 

Q.  The  partners.  A.  I  would  think  so. 

Q.  In  excess  of  5  per  cent? 

Mr.  Gibbs :  No. 

The  Witness:  My  friend,  Mr.  Gibbs,  has  just 
given  the  answer.  I  really  don ’t  know,  but  if  he  says 
no - 

Examiner  Bryan :  Mr.  Gibbs  will  be  on  the  stand 
and  he  can  answer. 

Mr.  Gibbs:  The  firm  and  the  family? 

Mr.  Kennedy:  Yes. 

Mr.  Gibbs:  Yes,  they  do  own  in  excess  of  5  per 
cent. 

Examiner  Brvan:  Will  you  adopt  that  as  your 
answer? 

The  Witness:  Yes. 

Mr.  Gibbs:  You  can  get  them  out  of  the  proxy 
statement,  Mr.  Kennedy,  which  is  probably  available 
to  you  and  where  it  is  all  set  forth. 
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I 

By  Mr.  Kennedy : 

Q.  How  about  General  American  Investors  Company? 
How  much  stock  of  that  company  do  the  partners  of  Leh¬ 
man  Bros,  and  their  families  and  the  firm  as  a  whole  own 
collectively?  A.  The  firm  owns  no  stock.  As  far  as  the 
partners  and  the  families  are  concerned,  I  can’t  give  you 
the  answer  right  now.  I  don’t  know. 

Mr.  Kennedy:  May  we  ask  Mr.  Gibbs? 

Mr.  Gibbs:  That  one  I  can’t  answer.  I  refer  you 
to  [444]  the  proxy  statement,  there,  too. 

Mr.  Kennedy:  All  right. 

| 

By  Mr.  Kennedy : 

Q.  Do  you  know  whether  or  not  the  partners  of  Lehman 
Bros,  and  their  families  own  any  stock  in  General  Ameri¬ 
can?  A.  I  would  assume  they  do. 

Q.  Do  you  own  any  stock  personally?  A.  No,  sir. 

Mr.  Kennedy :  That  is  all. 

Mr.  Seligman :  Thank  you,  Mr.  Ehrman.  I  hope 
you  have  good  shooting. 

Examiner  Bryan:  Thank  you,  sir. 

We  will  take  a  five-minute  recess. 

(Short  recess.) 

[498]  Edwin  Gibbs  was  called  as  a  witness,  and  having 
been  first  duly  sworn,  was  examined  and  testified  as 
follows : 

Direct  examination  by  Mr.  Seligman: 

i 

Q.  Mr.  Gibbs,  you  testified  earlier  that  these  fifteen 
[499]  exhibits  were  prepared  under  your  supervision  and 
in  Exhibit  2  there  is  the  answer  to  the  question : 

“Of  all  instances  where  any  director  who  is  a  partner 
of  Lehman,  has  any  of  the  six  of  the  firms  involved  died 
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or  retired  and  within  three  years  thereafter  another  mem¬ 
ber  of  the  firm  was  elected?” 

You  have  in  the  exhibit  put  in  one  example  of  that, 
namely,  American  Export  Lines. 

I  ask  you,  have  you  prepared  this  list  of  all  the  cases 
where  any  partner  of  Lehman  Brothers  was  a  director  of 
any  company  and  died  or  resigned  and  within  three  years 
afterwards  another  partner  was  elected  a  director?  A.  I 
have. 

Q.  Is  that  the  list?  A.  There  were  nine  such  instances. 

Mr.  Seligman:  I  would  like  to  offer  that  as 
Defendant’s  Exhibit  Number  1. 

Examiner  Bryan:  It  will  be  marked  for  identifi¬ 
cation  as  LB-1. 

(Exhibit  LB-1  was  marked  for  identification.) 

By  Mr.  Seligman: 

Q.  Mr.  Gibbs,  I  would  like  to  ask  you  whether  you  have 
also  prepared  a  list  of  cases  where  a  partner  of  Lehman 
Brothers  died  or  resigned  as  a  director,  of  a  corporation, 
and  no  member  of  the  firm  was  elected  a  director  within 
three  years  thereafter.  A.  I  have. 

Q.  Is  this  the  list?  [500]  A.  That  is  the  list. 

Q.  I  would  like  to  ask  you  whether  that  list  is  a  partial 
list  and  omits  certain  cases  where  the  company  was  dis¬ 
solved  or  where  control  was  changed  or  where  the  resigna¬ 
tion  was  involuntary,  and  so  forth?  A.  That  is  true. 

Q.  And  the  number  of  cases  on  this  list  is  what?  A.  21. 

Mr.  Seligman :  I  would  like  to  have  that  marked. 

Examiner  Bryan :  That  will  be  marked  for  identi¬ 
fication  as  Exhibit  LB-2. 

(Exhibit  LB-2  was  marked  for  identification.) 
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By  Mr.  Seligman : 

Q.  Next  I  would  like  to  ask  you,  Mr.  Gibbs — you  have 
gone  over  and  made  minor  corrections  in  Exhibit  PC-222 
and  I  would  like  to  ask  you  whether  you  have  calculated 
from  that  list  in  how  many  cases  where  a  Lehman  partner 
was  on  the  Board,  and  where  Lehman  were  managers  or 
co-managers  in  financing?  A.  From  the  list  as  corrected 
or  as  the  list  was  originally? 

Q.  As  it  stands  now.  A.  As  it  stands  now  there  were 
69  cases  where  we  had  a  partner  on  the  Board  where  we 
managed  or  co-managed,  and  62  where  we  did  not,  131  items 
on  this  exhibit. 

Q.  I  would  like  to  ask  you,  Mr.  Gibbs,  whether  this 
Exhibit  requires  any  modification,  if  we  correct  it  for  ^Vhat 
purports  to  be  the  purpose  of  the  list,  of  showing,  according 
to  the  introductory  note,  which  is  on  page  1  [501]  of  the 
exhibit,  the  cases  where  Lehman  Brothers  had  a  partner 
who  was  an  officer  or  director  during  a  period  of  one  year 
before  to  one  year  after?  If  you  make  corrections  for  that, 
how  will  the  figures  work  out?  You  can  give  me  the  par¬ 
ticular  corrections  in  a  moment.  Give  me  the  totals  and  then 
the  particular  corrections.  A.  The  totals  are  65  where 
we  had  a  partner  on  the  Board  and  where  we  managed  or 
co-managed  and  59  where  we  did  not  manage  or  co-manage. 

Q.  Now  the  corrections  that  you  have  made  from  this 
Exhibit  PC-222,  in  order  to  have  this  conform  to  the  head¬ 
ing,  are  which?  A.  On  page  1,  the  first  item,  American 
Potash  &  Chemical  was  not  an  issue  by  the  Company,  but 
was  a  sale  of  stock  by  the  Alien  Property  Custodian, 
belonging  to  private  individuals. 

Q.  So  that  you  have  eliminated  that  entirely  from  either 
category?  A.  Yes. 

Q.  Next?  A.  On  page  3  there  appears - 

Q.  I  think  instead  of  calling  it  page  1,  page  1  should 
have  been  page  3?  A.  That  is  right — and  this  is  page  5. 

Q.  Yes.  A.  There  are  two  issues  of  Gar  Wood  Indus- 
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tries,  where  Mr.  Callery  is  named  as  the  director  on  the 
Board.  He  did  not  become  a  partner  in  Lehman  Brothers 
until  1950. 

Q.  Two  issues  or  three  issues?  [502]  A.  Three. 

Q.  And  you  have  eliminated  there  one  issue  from  the 
case  -where  Lehman’s  had  a  manager  and  two  where  they 
did  not.  A.  Two  where  they  did  not. 

Q.  The  next  one?  A.  The  next  one  is  on  page  13,  where 
there  appears  next  to  the  last  item  on  the  page  an  issue  of 
Gar  "Wood  Industries  made  in  1946,  where  Mr.  Callery  did 
not  become  a  director  in  the  company  until  1950. 

Q.  The  other  one  on  that  page?  A.  The  other  one  on 
that  page  is  Dayton  Rubber  Manufacturing  Company,  the 
business  which  was  done  in  1943,  and  Mr.  Mazur,  who  is  a 
partner,  did  not  become  a  director  until  1946. 

Q.  I  will  call  to  your  attention  that  that  erroneous  date 
for  Mr.  Mazur  had  been  previously  corrected. 

Mr.  Seligman:  Mr.  Kennedy,  I  think  you  have 
that.  That  requires  the  elimination  of  that. 

Mr.  Simpson:  Weren’t  all  of  these  made  pre¬ 
viously,  for  instance,  Mr.  Callery? 

Examiner  Bryan:  That  is  correct. 

Mr.  Selicrman :  Thev  are  not  corrections,  because 

CT’  w  7 

the  facts  set  forth  on  this  exhibit  -were  correct,  but 
we  are  pointing  out  that  if  you  are  trying  to  deduce 
from  them  what  the  first  paragraph  states,  then  you 
have  to  eliminate  all  of  these  cases  because  they 
don’t  come  within  the  one-year  test. 

By  Mr.  Seligman: 

« 

[503]  Q.  The  last  one?  A.  Is  on  page  14,  Item  4,  another 
Gar  Wood  Industries  deal  which  was  done  in  1947,  where 
Mr.  Callery,  the  director,  did  not  become  a  partner  until 
January,  1950. 

Q.  Thank  you.  In  other  words,  these  are  not  any  fur¬ 
ther  corrections  on  222  but  merely  if  222  is  to  fit  in  with 
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the  first  paragraph  on  page  1,  where  you  say  that  is  the 
purpose  of  setting  it  up,  the  one-year  test,  then  one  has  to 
eliminate  a  number  of  the  “Yesses”  and  the  “Noes’^  and 
that  gets  the  second  computation?  A.  Yes. 

Q.  Now,  lastly,  Air.  Gibbs,  have  you  prepared  a  list  of 
companies  where  Lehman  Brothers  had  a  partner  as  a 
director  and  where  no  financing  was  ever  done  for  the  com¬ 
pany  by  Lehman  Brothers  ?  A.  I  have.  | 

Q.  How  many  companies  are  on  that  list?  A.  There 
are  53  in  all. 

Air.  Seligman:  I  would  like  to  offer  that  as 
Defendant’s  Exhibit  Number  3. 

Examiner  Bryan :  It  will  be  marked  for  identifica¬ 
tion  as  Exhibit  LB-3. 

(Exhibit  LB-3  was  marked  for  identification.) 

By  Air.  Seligman :  I 

Q.  Just  one  more  thing,  Air.  Gibbs: 

In  connection  with  the  testimony  yesterday  by  Air. 
Thomas  about  Amerex  Company?  A.  Amerex. 

[504]  Q.  Could  you  state  how  many  shares  if  any  of 
Amerex  Company  were  owned  by  Air.  Thomas  or  his  wife? 
A.  Air.  Thomas — I  don’t  have  the  figures  here.  Did  he 
testify  himself  yesterday? 

This  is  Airs.  Thomas? 

Q.  Yes.  A.  Airs.  Thomas  holds — this  company,  you  know, 
Air.  Thomas  testified,  was  formed  to  buy  this  sixty  thousand 
shares  of  American  Export  Lines  from  the  Estate  of 
AVilliam  H.  Coverdale.  Airs.  Thomas  owns  170  shares  of 
what  is  known  as  “A”  stock  and  170  shares  of  what  is  known 
as  new  stock,  which  works  out  to  approximately  2,180  shares 
of  American  Export  Lines,  Inc.  stock.  That  is  out  of  a 
total  of  60,000.  j 

Air.  Seligman :  That  is  all. 

Examiner  Bryan:  Cross-examination  by  Pan 
American? 
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Mr.  Keynolds:  No  questions. 

Examiner  Bryan:  Public  Counsel? 

Cross-exaynination  by  Mr.  Kennedy: 

Q.  Mr.  Gibbs,  from  what  source  was  Exhibit  LB-1  pre¬ 
pared?  A.  Pardon? 

Q.  From  wbat  source  was  Exhibit  LB-1  prepared?  A. 
From  our  records. 

Q.  Now,  are  your  records  complete  as  to  past  director¬ 
ships  of  Lehman  partners?  A.  They  are  complete.  We 
have  cards  from  a  certain  [505]  date  on,  and  after  that 
we  had  to  make  an  independent  investigation  by  going  back 
to  documents  we  had  in  connection  with  the  business  and 
annual  reports,  and  what  not. 

Q.  Your  cards  are  not  complete?  A.  The  cards  we  have 
now  are  not  complete. 

Air.  Kennedy:  Off  the  record,  please? 

Examiner  Bryan :  Off  the  record. 

(Discussion  off  the  record.) 

Examiner  Bryan:  On  the  record. 

By  Air.  Kennedy : 

Q.  Air.  Gibbs,  is  it  not  a  fact  that  at  the  time  Air.  Simp¬ 
son  called  on  you  at  your  office  in  New  York  the  records 
which  were  made  available  to  him  as  to  Lehman  directors 
consisted  only  of  the  cards  that  you  had?  A.  The  present 
card  records. 

Q.  You  informed  him  that  the  card  records  as  to  past 
directorships  was  not  complete?  A.  AYas  not  complete. 

Q.  You  have  made  an  independent  investigation,  exam¬ 
ining  sources  other  than  your  card  records,  in  order  to  make 
up  Exhibit  LB-1  and  Exhibit  LB-2?  A.  Yes,  sir. 

Q.  What  sources  did  you  check,  Air.  Gibbs?  A.  Well, 
some  of  these  companies  are  very  old  ones  which  we  financed 
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long  before  we  made  the  cards.  Just  which  they  ate,  I 
don’t  know  whether  General  Development  Company  is  one 
or  not,  but  I  think  the  American  Cigar  Company  was  a  very 
old  record.  That  may  or  may  not  have  appeared  in  the 
cards.  I  am  not  sure.  I  would  say  that  practically  [506] 
all  of  these  cases  appear  in  your  cards,  the  ones  that  you 
have  copies  of.  j 

Q.  What  sources  did  you  check,  other  than  the — well, 
first,  does  your  statement  that  practically  all  of  these  cases 
appear  on  the  cards,  is  that  based  on  any  further  investiga¬ 
tion?  A.  No;  not  this  list. 

Q.  What  sources  did  you  check,  other  than  the  cards? 
A.  Well,  we  had  to  go  back  in  some  cases  to  the  annual 
reports  of  these  companies  which  appear  after  the  year  in 
which  we  had  done  the  financing  and  in  some  cases  back  to 
our  letter  files,  various  sources. 

Q.  Take  Air.  Arthur  Lehman,  lie  is  now  dead,  is  he  not? 
A.  Yes. 

Q.  How  did  you  determine  what  directorates  he  had  held 
just  at  the  time  of  liis  death?  A.  Having  been  with  the 
firm  since  1922,  after  which  time  we  did  the  Abraham  & 
Straus  financing,  I  was  able  to  find  that  very  quickly. 

The  American  International  Company,  we  financed  t;hat 
one  also,  and  we  have  copies  of  the  old  prospectuses,  and 
some  of  which  said  that  we  had  had  a  partner  who  was  a 
director  on  the  board. 

Q.  Well,  that  accounted  for  the  cases  where  you  knew 
that  Mr.  Arthur  Lehman  had  been  on  the  Board,  but  how 
did  vou  determine  that  he  had  not  been  on  the  Boards  of 
any  other  companies? 

Mr.  Seligman:  May  I  assist  a  little  bit  by  point¬ 
ing  out  that  one  of  the  cards  which  we  showed  you 
did  have  Arthur  [507]  Lehman  directorates  on  it? 
Whether  it  had  all  of  them,  I  don’t  know. 

Mr.  Kennedy:  That  is  the  point, — Mr.  Gibbs 
informed  us  that  those  cards  were  incomplete,  i 
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The  Witness :  They  may  have  been  incomplete,  so 
far  as  this  list  is  concerned.  I  don’t  remember  when 
I  made  this  list  whether  I  got  it  all  from  the  current 
cards  or  not. 

By  Mr.  Kennedy: 

Q.  But  unless  you  had  some  satisfactory  method  of 
determining  whether  the  directorates  Mr.  Arthur  Lehman 
had  at  the  time  of  his  death — this  list  would  be  incomplete? 
A.  Except  as  I  relied  on  my  memory.  I  knew  Arthur  Leh¬ 
man  pretty  closely,  in  fact,  all  of  the  partners.  I  can  remem¬ 
ber  most  of  the  companies  where  we  had  directorships  and 
where  I  was  suspicious  that  it  wasn’t  on  the  card  I  went 
back  and  made  an  investigation. 

Q.  This  is  based  in  part  on  your  recollection?  A.  And 
in  part  on  my  experience  in  the  business. 

Q.  Of  course,  your  recollection  might  be  off  a  little, 
particularly  in  view  of  the  length  of  time  involved?  A.  It 
might  be. 

Q.  Mr.  Gibbs,  turning  to  Exhibit  LB-2,  one  of  the  gentle¬ 
men  named  there  is  Mr.  Thomas  Hitchcock,  is  that  correct? 
A.  Yes. 

Q.  Mr.  Hitchcock  is  dead,  is  he  not?  A.  Yes. 

Q.  How  did  you  determine  what  directorates  he  had 
[508]  held?  A.  I  think  we  have  a  card  on  that,  have  we 
not? 

Q.  Yes,  but  the  card,  according  to  your  information — 
A.  When  Mr.  Hitchcock  came  to  the  firm,  we  had  started 
our  card  system,  and  we  had  all  of  his  directorates,  so  we 
could  tell. 

Q.  So  as  to  Mr.  Hitchcock,  you  had  kept  cards,  begin¬ 
ning  with  his  entrance  into  the  firm,  is  that  right?  A.  Yes. 
I  think  after  he  came  with  the  firm  we  had  a  complete 
record. 

Q.  What  other  partners  of  the  firm  shown  on  Exhibit 
LB-2  are  now  dead?  A.  Mr.  Philip  Lehman.  That  is  all, — 
Mr.  Philip  Lehman. 
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Q.  How  about  Mr.  Bunker?  Has  be  resigned  from  your 
firm?  A.  Mr.  Bunker  has  resigned  from  the  firm. 

Q.  Bid  you  have  a  complete  card  for  him?  A.  Yes. 

Q.  How  about  Mr.  Philip  Lehman?  A.  Mr.  Philip  Leh¬ 
man — we  had  a  complete  card  for  him  because  he  was  still 
alive  when  we  made  our  cards  and  we  were  able  to  get  what 
information  we  needed  from  him.  ! 

Q.  How  were  the  cards  made  up  in  the  first  instance? 
A.  They  were  made  from  what  records  we  had  at  the  time, 
and  we  have  kept  them  up  to  date  ever  since. 

Q.  Was  this  list  verified  in  any  way  with  the  partners, 
who  are  now  alive  and  associated  with  Lehman  Brothers? 
A.  We  know  in  what  companies  the  living  partners  are 
[509]  directors,  because  they  have  a  system  of  advising 
us  every  time  they  go  off  or  on  a  board.  We  check  them  up 
periodically  to  be  sure  that  they  are  right  up  to  date. 

Q.  Turning  to  Exhibit  LB-3,  Mr.  Gibbs,  what  is  meant 
by  the  statement  that  no  financing  has  ever  been  done  for 
the  company  by  Lehman  Brothers?  A.  That  is  literally 
true.  We  have  never  done  any  financing  for  any  of  these 
companies  on  all  of  which  we  had  a  director. 

Q.  Does  that  mean  that  you  have  never  participated 
in  a  syndicate?  A.  I  didn’t  make  that  statement  with  that 
in  mind,  but  that  may  also  be  true.  I 

Q.  Is  it  the  fact  that  Lehman  Brothers  may  have  par¬ 
ticipated — 

Examiner  Bryan:  Are  you  checking  it  now? 

The  Witness :  Not  in  any  company  offerings,  you 
are  talking  about? 

i 

By  Mr.  Kennedy :  j 

Q.  Company  offerings,  to  begin  with.  A.  I  can  tell  Vou 
that  practically  from  memory.  Yes,  sir ;  I  think  I  can  safely 
say  that  there  isn’t  a  single  case  where  we  had  a  partici¬ 
pation  in  the  financing. 

Q.  Not  even  a  participation?  A.  Not  even  a  partici¬ 
pation. 
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If  I  have  occasion  to  correct  that  I  will,  but  I  am  sure 
that  that  is  true. 

Mr.  Seligman :  I  would  like  to  have  the  privilege 
of  having  that  checked,  Mr.  Examiner,  because  the 
list  which  [510]  I  asked  Mr.  Gibbs  to  get  up  was  a 
list  of  where  they  had  been  managers  and  co-man¬ 
agers,  and  I  want  to  make  perfectly  sure. 

The  Witness:  I  am  99  per  cent  sure  that  that  is 
true. 

Mr.  Seligman:  While  I  have  great  confidence  in 
Mr.  Gibbs’  knowledge  of  his  business,  I  still  would 
not  like  to  have  the  record  wrong  in  any  particular. 
I  did  not  myself  ask  him  to  make  that  investigation. 

Examiner  Bryan :  All  right. 

By  Mr.  Kennedy: 

Q.  Mr.  Gibbs,  did  you  in  any  way  check  in  making  this 
investigation  to  determine  whether  or  not  there  had  been 
any  financing  at  all  by  the  Company,  in  the  cases  where  a 
Lehman  Brothers  partner  had  been  a  director  during  the 
period  while -  A.  No,  I  did  not. 

Q.  So  it  may  have  been  that  in  some  of  these  cases  where 
Lehman  Brothers  had  done  no  financing  for  the  companies 
the  fact  of  the  matter  is  that  the  company  may  not  have 
done  any  financing  at  all?  A.  I  am  practically  sure  of  that, 
that  none  of  these  companies  did  any  financing. 

Q.  Your  answer  is  that  none  of  these  companies  did  any 
financing  at  all?  A.  At  all. 

Q.  While  Lehman  Brothers’  partner  was  a  director  of 
the  company?  A.  Yes,  sir. 

Mr.  Seligman :  May  I  just  ask  to  make  sure  that 
the  witness  understood  that?  For  example,  Balti¬ 
more  &  Ohio  [511]  Railroad? 

The  Witness :  We  have  never  done  any  financing 
for  the  Baltimore  &  Ohio. 

Mr.  Seligman:  That  wasn’t  the  question. 
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By  Mr.  Kennedy: 

Q.  Have  they  done  any  financing  through  anybody?  A. 
They  probably  have,  because  the  Baltimore  &  Ohio  Rail¬ 
road  Company  is  under  competitive  bidding  under  the  SEC, 
but  we  have  never  done  any  competitive  bidding  for  them. 

Q.  But  as  far  as  you  know,  there  may  be  any  number 
of  companies  on  this  list  who,  during  the  period  when  a 
Lehman  partner  was  on  the  Board,  have  done  no  financing? 
A.  I  would  say  practically  all  of  them  haven’t,  but  I  would 
like  to  check  it. 

Examiner  Bryan:  We  will  recess  for  five  min¬ 
utes.  j 

(At  this  point  a  short  recess  was  taken,  after 
which  the  hearing  was  resumed.) 

Examiner  Bryan:  On  the  record. 

! 

By  Mr.  Kennedy: 

I 

Q.  Can  we  agree,  Mr.  Gibbs,  assuming  the  accuracy  of 
Exhibit  PC-222,  and  I  think  it  is  accurate,  as  corrected? 
A.  Yes. 

Q.  These  cases  that  you  have  listed  in  LB-3  might  be 
cases,  (1),  where  no  financing  was  done  at  all,  or  (2),  where 
financing  was  done,  pursuant  to  competitive  bidding,  or  (3) 
prior  to  1935?  A.  Well,  number  1,  I  think  this  is  a  list  of 
companies  where  we  had  a  director  on  the  Board  where  no 
financing  was  [512]  done  by  Lehman  Brothers  for  that 
company  during  the  time  when  the  director  was  on  the 
Board. 

Q.  Yes.  But  it  may  be  that  the  reason  why  Lehman 
Brothers  did  not  do  the  financing  was  that  there  was  no 
financing  to  be  done?  A.  That  is  probably  true. 

Q.  In  at  least  some  of  these  cases  it  may  be  true  that 
there  was  no  financing  at  all?  A.  I  would  say  in  most  of 
them,  but  I  would  have  to  check  it. 
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Q.  In  the  balance  of  the  cases,  if  there  was  financing, 
it  was  done  prior  to  1935  or  would  have  been  done  by  com¬ 
petitive  bidding?  A.  That  is  correct. 

Q.  Now,  let  us  take  some  of  these  cases.  Isn’t  it  true 
that  some  of  these  companies  would  have  no  occasion  to  do 
public  financing  because,  for  example,  they  are  wholly  owned 
subsidiaries?  A.  No,  as  a  matter  of  fact,  I  eliminated  a 
few  cases  where  the  corporation  was  a  subsidiary. 

In  the  case  of  our  attempt  to  buy  the  Price  Brothers, 
we  attempted  to  form  a  small  holding  company,  and  we 
didn't  get  anywhere.  We  didn’t  buy  Price  Brothers,  and 
therefore  it  wasn’t  a  proper  case  to  put  on  this  list.  There 
were  several  others  that  I  eliminated  for  the  same  reason. 

Q.  Did  you  check  to  determine  whether  or  not  this  list 
included  only  companies  which  have  stock  outstanding  in 
the  hands  of  the  public  ?  A.  These  are  companies,  I  think, 
all  of  which  could  [513]  have  done  public  financing. 

Q.  When  you  say  “could  have  done”  you  mean  by  that 
that  a  company  can  issue  stock  to  the  public,  even  though 
at  the  time  it’s  a  wholly  owned  subsidiary  of  another  com¬ 
pany?  A.  I  haven’t  checked  that. 

Q.  For  instance,  the  John  Hancock  Mutual  Life  Insur¬ 
ance  Company  wouldn’t  have  done  any  stock  financing, 
would  it?  A.  No. 

Q.  Do  you  know,  for  instance,  whether  Commercial 
Pacific  Cable  Company  is  a  wholly  owned  subsidiary  of  the 
American  Cable  and  Radio?  A.  I  do  not  have  that  infor¬ 
mation,  it  may  be. 

Q.  Some  of  the  other  companies  here  may  be  wholly 
owned  subsidiaries?  A.  It  may  be. 

Q.  Which  would  ordinarily  not  do  any  public  financing? 
A.  That  is  true. 

Mr.  Kennedv:  That  is  all  I  have,  Mr.  Examiner. 

Examiner  Bryan:  Any  further  questions? 

Mr.  Seligman:  No. 

Examiner  Bryan:  Thank  you,  Mr.  Gibbs. 

(Witness  excused.) 


289 


Colloquy. 

\ 

Mr.  Seligman :  I  offer  Exhibits  Lehman  Brothers, 
1,  2  and  3. 

Mr.  Kennedy:  Mr.  Examiner,  on  Exhibits  LB-1 
and  2, 1  think  the  examination  of  Mr.  Gibbs  indicates 
the  possibility  that  these  may  be  incomplete,  but  I 
think  it  is  indicated  [514]  also  that  although  incom¬ 
plete,  they  may  have  some  weight,  and  I  think  they 
might  be  received  for  what  they  are  worth,  so  I  won’t 
make  any  objection  to  those. 

I  will  make  objection,  Mr.  Examiner,  to  Exhibit 
LB-3  on  the  ground  that  there  ought  to  be  a  showing 
as  to  what  companies  had  ever  done  public  financing ; 
that  it  ought  to  be  clear  that  where  public  financing 
was  done,  it  must  have  been  done  prior  to  1935,  and, 
third,  companies  in  the  nature  of  John  Hancock 
Mutual  Life  Insurance  Company,  for  instance, 
wouldn’t  do  any  stock  financing  at  all. 

Examiner  Bryan:  I  don’t  think  that  that  was  the 
purpose  of  offering  that,  was  it? 

Mr.  Seligman:  No. 

Examiner  Bryan:  The  purpose  of  offering  them 
was  to  show  that  they  served  as  directors  for  reasons 
other  than  securing  financing. 

Mr.  Seligman:  Precisely.  On  Exhibits  1  and  2 
I  think  that  while  Mr.  Gibbs  testified  he  wasn’t  abso¬ 
lutely  sure  that  he  had  everything  on  Exhibit  1  he 
certainly  testified  that  he  had  made  every  conscien¬ 
tious  effort  to  make  it  complete,  had  gone  over  all  the 
records,  and  I  don’t  think  there  is  any  basis  for 
questioning  that  it  is  complete.  If  any  information 
comes  to  light  that  we  have  omitted,  any  cases 
omitted  from  Exhibit  1,  we  certainly  are  going  to 
furnish  them. 

Now,  as  to  Exhibit  2,  we  have  said  that  it  is  incom¬ 
plete.  However,  the  facts  on  Exhibit  2  are  correct. 
Mr.  Gibbs  is  certain  that  the  dates  are  correct.  Maybe 
we  could  improve  our  case  if  we  tried  to  put  in  more 
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examples  on  Exhibit  2,  [515]  but  we  left  out  any 
cases  which  might  be  said  were  unfair  cases  where 
the  resignation  was  due  to  change  of  control  or  some¬ 
thing  of  that  kind. 

Examiner  Bryan:  They  will  be  received  in  evi¬ 
dence. 

(Exhibits  LB-1,  2  and  3  were  received  in  evi¬ 
dence.) 

Examiner  Bryan :  Gentlemen,  we  will  adjourn 
until  ten  o’clock  tomorrow  morning,  to  Conference 
Room  A,  at  the  Departmental  Auditorium. 

(Whereupon,  at  6:15  o’clock  P.  M.  the  hearing 
in  the  above-entitled  matter  was  adjourned  until 
10 :00  o’clock  A.  M.,  Wednesday,  December  13th,  1950, 
at  Conference  Room  A,  Departmental  Auditorium.) 


[518]  Conference  Room  A, 
Inter-Departmental  Auditorium 
Washington,  D.  C. 

Wednesday,  December  13,  1950 

Hearing  in  the  above-entitled  matter  was  resumed,  pur¬ 
suant  to  notice,  at  10 :00  o’clock  a.  m. 

Before :  Herbert  K.  Bryan,  Examiner. 

Appearances  : 

As  heretofore  noted,  and 

John  W.  Cross,  1625  K  Street,  Northwest,  Washington, 
D.  C.,  appearing  on  behalf  of  National  Airlines,  Inc. 

[519]  Proceedings. 

Examiner  Bryan:  You  may  proceed,  Mr.  Reynolds. 

Mr.  Kennedy:  Mr.  Examiner,  there  is  one  preliminary 
matter.  I  would  like  the  record  to  show  I  have  distributed 
Exhibit  PC-223  which  was  marked  for  identification  on  the 
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examination  of  Mr.  Robert  Lehman  and  which  was  offered 

j 

yesterday  as  part  of  the  group  of  public  counsel’s  exhibits. 
Examiner  Bryan :  All  right. 

Mr.  Reynolds :  Mr.  Examiner,  I  understand  that  -we  are 
to  go  ahead  due  to  Mr.  Baker’s  inability  to  be  here  on  behalf 
of  National,  and  accordingly  I  will  call  Mr.  Carpenter,  of 
the  United  Fruit  Company,  as  Pan  American’s  first  witness. 
Examiner  Bryan :  All  right. 


Whereupon,  Albert  E.  Carpenter  called  as  a  witness  for 
and  on  behalf  of  Pan  American  Airways,  having  been  first 
duly  sw’orn,  was  examined  and  testified  as  follows : 


Direct  examination: 


Mr.  Reynolds:  Mr.  Examiner,  I  have  record 
copies  of  the  exhibits  previously  distributed  by  Pan 
American,  consisting  of  two  volumes:  Volume  1 
including  Exhibits  Nos.  PA-1  through  PA-11,  inclu¬ 
sive,  and  Volume  2  containing  Exhibits  PA-20 
through  PA-30  inclusive.  I  ask  that  they  be  marked 
for  identification  in  accordance  with  that  numbering 
system  at  this  time.  I 

Examiner  Bryan :  All  right.  They  will  be 
marked  for  identification  as  indicated  in  the  upper 
right-hand  corner  [520]  of  the  exhibit. 


(Documents  referred  to  wrere  marked  for  identifi¬ 
cation  Exhibits  PA-1  to  PA-11  inclusive  and  PA-20 
to  PA-30  inclusive.) 


Mr.  Reynolds:  Mr.  Examiner,  we  have  one  addi¬ 
tional  item  that  really  supplements  one  of  the  earlier 
exhibits.  On  page  6  of  PA-21  there  appears  United 
Fruit  Company’s  promotional  folder  advertising 
their  services  to  Guatemala  effective  April  7,  1950. 
There  has  been  a  slight  revision  in  their  service  and 
service  pattern  and  a  new  folder  has  been  published 
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under  date  of  October  5,  1950.  I  suggest  that  it  be 
marked  for  identification  PA-21A. 

Examiner  Bryan:  All  right.  It  will  be  marked 
PA-21A. 

(Document  referred  to  was  marked  for  identifica¬ 
tion  Exhibit  PA-21  A.) 

By  Mr.  Reynolds: 

Q.  "Will  you  state  your  name?  A.  Albert  E.  Carpenter. 

Q.  And  where  do  you  reside,  Mr.  Carpenter?  A.  73 
Puritan  Road,  Waban,  Massachusetts. 

Q.  By  whom  are  you  employed  and  in  what  capacity? 
A.  I  am  employed  by  the  United  Fruit  Company  as  chief 
accountant. 

Q.  How  long  have  you  held  that  position?  A.  I  have 
been  chief  accountant  since  1944. 

Q.  Prior  to  that  were  you  employed  by  United  Fruit 
Company?  A.  That  is  correct. 

Q.  How  long  has  your  total  employment  been  with  [521] 
United  Fruit  Company?  A.  Just  over  27  years. 

Q.  Mr.  Carpenter,  referring  to  the  exhibit  which  has 
been  marked  PA-21  for  identification,  wTas  that  exhibit  pre¬ 
pared  from  material  supplied  by  you  and  has  its  accuracy 
and  correctness  been  checked  by  you  ?  A.  That  is  correct. 
This  was  prepared  from  our  own  statistics  and  data,  and 
there  are  two  corrections.  One  is  on  page  1  at  the  bottom 
of  the  page,  a  minor  correction.  It  reads,  lands 
$29,068,938.17.  It  should  read  .07  cents. 

And  on  page  4  at  the  bottom  of  the  page  where  it  shows 
the  statistics  from  Hew  York  to  Puerto  Barrios  and  New’ 
Orleans  to  Puerto  Barrios,  the  northbound  and  southbound 
in  both  instances  have  been  transposed.  It  should  read 
southbound,  northbound,  in  both  places  rather  than  north¬ 
bound,  southbound.  Other  than  that  the  data  are  correct 
as  the  data  were  prepared. 
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Q.  Yon  say  it  was  correct  as  of  the  date  of  its  prepara¬ 
tion.  First  let  me  ask  you  concerning  the  first  sentence 
appearing  on  page  2,  where  it  refers  to  the  number  of  ves¬ 
sels  owned  and  operated  by  United  Fruit  Company.  Can 
you  tell  us  whether  the  words  “United  Fruit  Company” 
there  are  used  in  a  collective  sense,  including  subsidiaries 
or  whether  it  means  the  parent  corporation?  A.  That  is  a 
consolidated  statement.  Actually  none  of  our  vessels  are 
owned  by  the  parent  company.  We  have  four  subsidiary 
owning  companies,  three  American  and  one  foreign.  The 
three  American  are  the  Munaigo  Line,  which  owns  four 
[522]  ships;  United  Mail,  which  owns  14;  and  the  United 
Fruit  Steamship,  which  owns  12.  That  is  a  total  of  30 
American  ships.  We  have  the  Impressa  Hondurena  de 
Vapores,  S.A.  They  own  twenty  ships  and  they  are  all 
under  the  Honduran  flag.  That  is  a  Honduran  company. 

Q.  Is  the  Honduran  company  totally  owned  by  United 
Fruit  Company?  A.  That  is  correct. 

Q.  The  52  vessels  that  are  mentioned  here,  then;  are 
those  vessels  that  you  have  just  described  all  owned  by 
subsidiaries  of  United  Fruit  Company?  A.  They  are  all 
owed  by  subsidiaries  of  the  United  Fruit  Company,  and 
chartered  to  the  United  Fruit  Company  for  operation. 

Q.  Does  the  United  Fruit  Company  have  any  other  for¬ 
eign  subsidiaries  whose  vessels  are  not  included  in  that 
figure  of  52?  A.  Yes.  In  our  consolidated  statements  we 
have  an  English  company,  and  our  English  and  Continental 
companies  are  not  consolidated  with  our  American  com¬ 
panies.  Elder  &  FvfFes,  which  is  a  British  company,  owns 
14  additional  ships  which  are  not  mentioned  in  these  sta¬ 
tistics.  j 

Q.  Do  any  of  the  ships  of  the  British  company  operate 
to  or  from  points  in  the  United  States?  A.  No,  none  of 
them  operate  to  the  United  States  at  all. 

Q.  What  is  their  trade  route  in  general?  A.  Princi¬ 
pally  they  operate  to  the  British  possessions,  which  is 
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Jamaica  and  the  British  Cameroons,  to  the  Canary  [523] 
Islands,  with  an  occasional  call,  usually  one  ship  or  two 
ships  a  month,  to  Central  America  for  picking  up  bananas 
to  take  to  Europe. 

Q.  Europe  is  their  point  of  origin  or  destination  in 
all  these  routes?  A.  That  is  right.  Those  are  freight 
ships,  not  passenger  ships,  the  ones  that  run  to  Central 
America. 

Q.  What  ports  in  Europe  are  the  ones  principally 
served?  A.  The  ports  are  ordinarily  from  British  posses¬ 
sions.  The  only  place  that  bananas  can  be  brought  from 
are  British  possessions  at  the  present  time.  Most  of  them 
operate  to  the  British  ports.  There  are  a  few  that  operate 
to  Rotterdam. 

Q.  Will  you  explain  a  little  bit  about  the  nature  of  the 
business  of  United  Fruit  Company,  what  comprises  its  prin¬ 
cipal  source  of  traffic?  A.  Our  business  is  primarily  that 
of  growing  and  shipping  bananas  and  other  tropical  prod¬ 
ucts,  our  next  largest  being  sugar.  We  have  now  only  six 
passenger  ships,  and  those  operate  direct  from  United 
States  ports  with  one  port  of  call.  In  the  case  of  New 
Orleans  we  have  three  ships  to  banana  floating  ports  and 
back  to  the  United  States.  The  three  out  of  New  York 
are  now  operating  direct  to  the  banana  ports  and  back  to 
the  United  States.  Our  other  ships,  70  or  75  per  cent  of 
which  are  reefers  or  fully  refrigerated  ships,  are  princi¬ 
pally  operated  for  bananas.  The  balance  of  our  fleet  is  dry 
cargo  which  carries  our  sugar  and  some  other  miscellaneous 
package  cargo.  Our  [524]  primary  business  is  carrying 
our  own  cargo  and  secondly  we  pick  up  cargo  southbound 
to  ports  we  operate  at  and  to  some  few  other  nearby  ports. 

Q.  Your  own  cargo  refers  to  products  produced  bv 
United  Fruit  Company  or  subsidiary  companies  it  may 
own?  A.  That  is  correct.  The  majority  of  the  products  we 
bring  back  are  produced  by  us.  Some  of  the  produce  of 
course  is  purchased  fruit  or  purchased  cane.  Southbound 
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we  do  have  a  considerable  amount  of  our  own  cargo  which 
we  take  down  for  material  supplies  for  our  own  plantations 
as  well  as  merchandise  to  put  into  our  commissaries  for  our 
laborers. 

Q.  With  respect  to  any  business  that  you  might  get  from 
the  general  shipping  public,  do  you  know  whether  that  is 
a  type  of  traffic  which  is  ordinarily  carried  by  aircraft  also? 
A.  I  would  say  almost  never  except  in  an  emergency  case 
when  somebody  was  badly  needed  and  an  airplane  i  could 
carry  it.  Otherwise  the  same  type  of  cargo  would  not  be 
carried  by  airplanes  as  is  carried  by  the  steamship  com¬ 
panies. 

Q.  “Why  is  that?  Because  of  low  value  in  relation  to  the 
bulk?  A.  Low  value  and  of  course  low  rates  on  the  ships 
as  compared  with  very  high  rates  on  airplanes  for  the  type 
of  cargo  we  carry.  I 

Q.  You  mentioned  the  six  passenger  vessels.  Is  there 
any  change  or  contemplated  change  in  the  configuration  of 
those  ships  at  the  present  time?  [525]  A.  Yes.  At  the  pres¬ 
ent  time  one  of  them  has  just  completed  being  converted  to 
increase  our  cargo  space  on  the  ships  and  somewhat  reduce 
our  passenger  capacity.  The  passenger  capacity  is  reduced 
to  provide  for  bars  and  showers  for  the  rooms  that  are  left 
and  for  fruit  capacity  in  order  to  increase  the  earning  power 
of  the  ships.  One  more  will  be  delivered  this  month  anid  the 
other  four  before  the  end  of  March  of  next  year. 

Q.  Referring  now  to  the  cruise  folder  which  has  been 
marked  for  identification  as  Exhibit  PA-21A,  will  you 
explain  what  change  that  reflects  in  relation  to  the  previous 
folder  that  appeared  on  page  fi  of  Exhibit  PA-21?  A.  The 
original  folder  provided  for  a  call  at  Havana  southbound 
which  made  a  17-day  turn-around  of  the  ships  or  a  17-dav 
cruise.  With  two  of  these  ships  laid  up  for  a  period  of  six 
months,  two  at  a  time  I  should  say,  it  is  only  possible  to  go 
direct  to  New  York  to  Barrios  and  back  again  without  stop¬ 
ping  at  Havana,  so  our  voyage  is  a  so-called  cruise  voyage 
but  actually  it  is  on  a  banana  run. 
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Q.  Then  you  are  not  providing  any  direct  passenger 
service  between  New  York  and  Havana,  Cuba,  at  the  pres¬ 
ent  time?  A.  None  at  all. 

Q.  What  are  your  future  plans  on  that  subject?  A. 
Our  schedules  through  March,  all  that  have  been  issued  to 
the  present  time,  the  call  is  left  out.  How  soon  after  that 
the  recall  will  be  reinstated  again  is  something  I  am  not  in 
a  position  to  say  at  the  present  time. 

Q.  That  would  require  some  kind  of  changed  conditions 
[526]  compared  with  what  exists  today.  A.  Either  all  of 
the  ships  being  back  and  there  being  sufficient  ships  in  ser¬ 
vice  to  take  care  of  such  call,  or  it  might  be  possible,  which 
has  happened  in  the  past,  that  our  bananas  available  are 
such  that  we  can  not  take  the  time  to  stop  at  Havana.  That 
would  depend  on  circumstances  and  conditions  at  the  time. 

Q.  Would  you  say  that  it  is  generally  true  that  United 
Fruit  Company’s  passenger  services  are  adjusted  as  the 
primary  needs  of  your  own  cargo  service  dictates?  A.  I 
would  say  that  is  quite  true.  Our  business  is  primarily 
bananas,  and  that  is  the  most  essential.  After  that  what 
can  be  taken  care  of  in  the  way  of  passenger  business  we 
have  certain  obligations  to  maintain  service  to  the  countries 
we  operate  in,  but  it  is  adjusted  based  on  our  requirements 
for  bananas  and  sugar. 

Q.  Referring  to  page  2  of  Exhibit  PA-21,  there  is  a 
reference  about  the  middle  of  the  page  to  the  Refrigerated 
Steamship  Line,  a  subsidiary  of  United  Fruit,  stating  that 
it  also  conducts  some  operations  between  Florida  ports  and 
New  York  during  the  citrus  crop  season.  What  is  the  cur¬ 
rent  fact  concerning  the  operation  described  there?  A.  The 
service  has  been  cancelled  for  1950-51  citrus  season.  We 
haven’t  available  ships  under  the  American  flag,  which  are 
the  only  ships  which  can  operate  in  the  coastwise  trade  to 
put  in  service  and  there  will  be  no  service  in  1950-51. 

Q.  Is  it  still  true  that  in  so  far  as  your  passenger  busi¬ 
ness  is  concerned  it  is  overwhelmingly  composed  of  cruise 
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[527]  passengers?  A.  That  is  true,  with  the  exception  of 
our  own  employees  who  are  of  course  a  very  large  part  of 
our  passenger  business.  We  take  all  our  American  employ¬ 
ees  to  the  tropics  and  bring  them  back  annually  on  vaca¬ 
tions  with  their  families.  The  business  we  have  is  strictly 
to  company  ports  where  there  is  nothing  but  banana  opera¬ 
tions.  It  is  99  per  cent  company  business.  An  occasional 
salesman  may  travel  down  on  a  selling  trip  through  the 
area. 

Q.  What  is  the  general  experience  with  respect  to  the 
type  of  passenger  traffic  that  travels  on  your  cargo  ships 
as  distinguished  from  the  six  passenger  vessels?  A.  On  the 
cargo  ships,  with  the  exception  of  our  six  mail  boats, 
passenger  boats,  there  are  accommodations  for  only  12 
passengers.  We  do  not  advertise  or  sell  either  tour  or  cruise 
tickets.  We  need  the  space  for  our  own  employees  in  both 
directions  for  moving  back  and  forth,  new  employees  and 
returning  employees  and  vacation  trips.  We  will  take  one 
way  accommodations  for  salesmen,  commercial  travelers,  if 
space  is  available. 

Q.  How  frequently  do  you  have  passengers  on  the  cargo 
ships  that  are  not  company  employees?  A.  Very  infre¬ 
quently,  as  a  matter  of  fact. 

Q.  Would  you  say  so  infrequently  you  would  call  it 
rarely?  A.  I  would  say  rarely.  I  have  been  down  twice 
in  the  past  year  and  there  wasn’t  anybody  except  company 
passengers  on  either  freight  ship  I  was  on. 

Q.  In  the  figures  for  passenger  traffic  carried  by  [528] 
United  Fruit  Company  in  its  total  operations  on  all  types 
of  vessels  for  1949  appearing  on  page  4  of  Exhibit  PA-21, 
does  the  total  figure  14,920  include  all  of  the  company  per¬ 
sonnel?  A.  That  is  true.  ; 

Q.  To  what  extent  do  company  personnel  travel  on  the 
mail  and  passenger  ships?  A.  Whenever  they  can,  but  not 
as  frequently  as  the  freight  ships,  because  with  the  few 
passenger  ships  we  have,  there  isn’t  usually  space  for  them 
and  we  try  to  put  them  on  the  freight  ships  if  possible. 
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Q.  Has  United  Fruit  Company  any  plan  at  the  present 
time  to  acquire  additional  passenger  ships  or  to  increase 
its  passenger  business?  A.  None  whatever. 

Q.  Is  the  volume  of  passenger  traffic  experienced  so  far 

in  1950  higher  or  lower  than  that  carried  in  1949?  A.  It  is 

somewhat  lower  than  last  vear. 

•/ 

Q.  I  believe  you  referred  to  tour  passengers  as  dis¬ 
tinguished  from  cruise  passenge  ?n  an  earlier  statement. 
Will  you  please  explain  the  distinction?  A.  A  cruise 
passener  in  our  terminology  is  a  passenger  who  gets  on  a 
ship  and  stays  with  the  ship  the  whole  trip  and  returns  to 
the  domestic  port.  A  tour  passenger  goes  to  the  port  of 
destination  or  some  way-port,  stops  off  and  spends  a  week 
or  two  weeks,  picks  up  the  next  ship  and  returns  back  to  his 
port  of  original  departure. 

Q.  Then  in  your  figures  on  cruise  passengers  you  would 
consider  a  complete  circle  or  round  trip  as  one  [529] 
passenger?  A.  In  our  records  we  record  it  as  two  pas¬ 
sengers.  Actually  for  the  statistics  that  go  into  our  annual 
report  to  stockholders  we  consider  it  as  one  passenger 
rather  than  to  confuse  our  stockholders  with  duplication  in 
the  number  of  passengers. 

Q.  Then  with  respect  to  any  point  to  point  analysis  of 
the  traffic  carried  you  would  have  tour  passengers  showing 
up  in  both  directions  as  two  passengers,  for  example?  A. 
And  cruise  as  well. 

Q.  Is  the  number  of  cruise  passengers  substantially 
greater  than  the  number  of  tour  passengers  you  carry? 
A.  I  haven’t  the  statistics  broken  down  between  the  two. 
I  would  say  that  there  is  a  fairly  even  balance  between  the 
tour  and  the  cruise. 

Q.  What  is  it  that  those  passengers  buy?  Do  they  both 
buy  the  same  ticket  and  the  same  accommodations  except 
for  the  stop  over?  A.  Yes.  The  excursion  at  destination 
is  sold  as  a  separate  transaction.  In  other  words,  at 
Guatemala,  where  most  of  the  tourists  are  taken,  it  consists 
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of  a  trip  to  the  interior  and  spending  one  or  two  weeks 
there,  picking  up  the  following  ship  to  come  back  in.; 

Q.  Do  you  sell  those  on  an  all-expense  basis?  A.  That  is 
right. 

Q.  That  is  true  as  to  all  cruise  and  all  tour  passengers? 
A.  That  is  right.  You  can  buy  them  without  the  shore 
excursion  and  in  some  instances  people  have  friends  there 
that  they  want  to  visit  with  rather  than  taking  the  full  tour. 

[530]  Q.  Even  when  purchased  on  that  basis,  that  is 
without  the  interior  trip  your  passengers  are  entitled  to 
their  meals  and  their  lodging  and  to  remain  on  the  ship  at 
the  particular  port  for  a  period  in  lieu  of  hotel,  for  exam¬ 
ple?  A.  Yes,  so  long  as  the  ship  would  be  in  port. 

Q.  For  the  benefit  of  the  record  would  you  state  whether 
or  not  United  Fruit  Company’s  commercial  activities  were 
privately  and  independently  operated  during  the  recent 
war  years?  A.  No.  During  the  recent  war  the  United 
States  Government  requisitioned  all  of  our  ships.  "We 
acted  as  agents,  either  as  general  agents  or  as  time  charge 
agents  for  them,  and  all  of  the  revenue  from  the  ships*  the 
carrying  of  cargo  or  passengers,  was  for  the  government’s 
account. 

Q.  That  was  primarily  war  shipping?  A.  War  shipping 
administration,  that  is  right. 

Q.  When  was  it  that  your  first  passenger  ship  was 
returned  to  commercial  service,  if  you  recall?  A.  I  believe 
it  was  1946.  It  is  either  late  ’45  or  early  ’46. 

Q.  Were  all  the  ships  returned  to  service  at  that  time? 
A.  They  were  returned  staggered  a  month  or  two  apart 
up  to  I  believe  1947. 

Q.  So  the  cruise  operations  for  the  passenger  service 
you  presently  conduct  were  not  in  effect  to  the  extent  they 
are  now  until  when?  A.  I  would  say  until  194S  some  time 
before  we  were  on  a  full  cruise  basis  again. 

[531]  Q.  Mr.  Carpenter,  referring  again  to  the  traffic 
figures  appearing  on  page  4  of  PA-21,  where  you  made  the 
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correction  as  to  the  direction  of  movement,  in  the  first 
column,  the  heading  is  “round  trip  cruise  passengers”  and 
in  the  second  column  the  heading  is  ‘  ‘  others  including  com¬ 
pany  personnel.”  A  question  arises  as  to  in  which  column 
are  the  stop  over  or  cruise  passengers.  A.  They  are  both 
called  cruise  passengers  for  this  exhibit. 

Q.  These  figures  totaling  1,261  in  the  second  column 
would  be  by  and  large  company  personnel?  A.  Mostly  com¬ 
pany  personnel,  with  a  few  commercial  travelers. 

Q.  Have  you  any  recent  traffic  figures  to  indicate  the 
number  of  non-company  personnel  who  may  be  carried  on 
your  cargo  ships  to  the  various  other  non-company  ports? 
A.  No,  I  haven’t  anything  available  on  that.  I  would  say 
it  would  be  very  small. 

Q.  Do  you  know  whether  or  not  the  firm  of  Lehman 
Brothers,  investment  bankers,  have  ever  done  any  financing 
for  United  Fruit  Company?  A.  No,  they  haven’t  done  any 
financing  for  us. 

Q.  Have  you  had  any  financing  done  recently?  A.  No, 
I  don’t  think  we  have  had  any  bank  loans  since  the  early 
1920 ’s  and  I  don’t  believe  we  have  had  any  financing  as 
such,  other  than  just  a  bank  loan,  in  the  history  of  the 
company. 

Q.  What  is  the  advantage  or  benefit  to  United  Fruit 
Company  of  having  Mr.  Robert  Lehman  serve  on  its  board 
of  [532]  directors  as  a  director,  if  you  know?  A.  To  the 
best  of  my  knowledge  it  is  merely  because  it  is  felt  he  is  a 
sound  businessman  with  good  judgment.  I  know  of  no  other 
reason. 

Q.  Do  you  have  other  people  wfith  banking  interests  or 
connections  or  investment  banking  identity  on  your  board 
of  directors?  A.  We  have  other  bankers,  Boston  banks  and 
one  New  York  bank,  but  as  far  as  I  am  aware  we  have  no 
other  investment  banker  on  our  board. 

Q.  How  large  is  your  board  of  directors?  A.  22  at  the 
present  time. 
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Q.  Do  you  know  whether  or  not  United  Fruit  Company 
is  the  beneficial  owner  of  any  stock  in  Pan  American  World 
Airways  f  A.  I  am  sure  they  are  not. 

Mr.  Reynolds :  I  think  that  is  all,  Mr.  Examiner. 

Examiner  Bryan:  Cross-examination?  Lehman 
Brothers? 

Mr.  Henry:  No  questions. 

Examiner  Bryan:  Public  Counsel? 

Mr.  Simpson:  I  have  just  a  few  questions. 

i 

i 

Cross  examination  by  Mr.  Simpson: 

i 

Q.  Would  you  refer  to  PA  Exhibit  21,  page  2.  It  says 
there  in  the  second  paragraph:  “In  addition  to  the  prin¬ 
cipal  ports  New  York  and  New  Orleans,  to  which  regular 
service  is  maintained,  occasional  service  is  also  rendered  to 
other  North  Atlantic  and  Southern  ports  as  the  require¬ 
ments  of  the  business  may  demand.” 

[533]  Mr.  Reynolds:  Where  is  this? 

Examiner  Bryan:  PA-21,  page  2. 

By  Mr.  Simpson: 

Q.  Does  that  include  freight  or  just  passengers?  A. 
That  is  practically  entirely  a  banana  business.  W'e  operate 
in  Philadelphia,  Baltimore,  Charleston,  Mobile,  and  some 
west  coast  ports.  We  do  not  advertise  either  a  freight  or 
passenger  business.  In  fact,  we  are  not  carrying  passen¬ 
gers  and  freight,  except  occasionally  a  little  company  freight 
which  we  need  at  destination. 

Q.  So  by  North  Atlantic  you  mean  ports  in  the  United 
States  on  the  North  Atlantic?  A.  That  is  right. 

Q.  That  doesn’t  include  any  European  ports?  A.  No. 

Q.  By  southern  ports  what  do  you  mean?  A.  We  mean 
Gulf  ports.  We  call  the  Atlantic  ports,  north  Atlantic 
everything  except  Mobile  and  Charleston. 
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Q.  What  ports  in  the  southern  part  of  the  United  States  ? 
A.  We  operate  in  New  Orleans,  as  the  schedule  shows,  then 
in  Mobile  and  in  Charleston,  South  Carolina.  Those  are 
the  only  ports  other  than  Philadelphia,  Baltimore  and 
New  York. 

Q.  Those  again  are  the  cargo  ships  which  carry  a  few 
passengers  ?  A.  There  are  practically  never  any  passengers 
carried  on  those  ships.  Occasionally  there  are  passengers 
carried  on  the  boats  out  of  New  York  and  New  Orleans 
because  it  is  reasonable  that  they  wall  be  back  to  those 
ports  generally  [534]  speaking,  but  the  ones  who  are 
operating  out  of  the  other  ports  so  frequently  don’t  come 
back  to  the  same  ports  that  they  leave  from  and  we  prefer 
not  to  carry  any  other  than  company  passengers. 

Q.  I  have  here  an  annual  report  to  the  stockholders  of 
United  Fruit  Company  for  the  year  1949,  which  was  sup¬ 
plied  to  us  by  Mr.  Sam  G.  Baggett.  He  is  vice  president 
of  the  company?  A.  He  is  vice  president  and  general 
counsel. 

Q.  If  you  will  look  on  page  23  of  that,  it  mentions 
service  to  Pacific  ports  of  North  America.  A.  That  is  the 
same  as  we  have  on  the  North  Atlantic.  We  carry  bananas 
to  Wilmington,  San  Francisco  and  Seattle.  Southbound  I 
don’t  believe  we  have  carried  any  outside  cargo  or  pas¬ 
sengers  for  a  considerable  number  of  years.  We  carry  a 
little  company  cargo  when  it  is  available  to  take  care  of 
our  plantations. 

Q.  Where  is  Wilmington?  A.  Wilmington  is  the  port 
of  Los  Angeles,  about  50  miles  south  of  Los  Angeles. 

Q.  This  cruise  tour  pamphlet,  PA-21A,  -which  has  sup¬ 
plemented  the  one  presently  in  the  exhibits,  doesn’t  in  any 
way  affect  the  New  Orleans-Havana-Guatemala  traffic, 
does  it?  A.  No.  On  the  shorter  trips  we  are  still  able  to 
maintain  the  Havana  call.  We  have  left  the  ships  in  that 
service. 
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Q.  You  mentioned  some  European  subsidiaries.  First 
of  all  I  would  like  to  take  Elder  &  Fyffes.  Is  tbat  a 
[535]  wholly  owned  subsidiary?  A.  That  is  correct. 

Q.  Does  it  in  turn  own  a  majority  of  the  stock  of  anpther 
company  which  is  a  steamship  company?  A.  No,  they 
own  steamships,  Elder  &  Fyffes,  themselves.  They  do  own 
another  small  steamship  company. 

Mr.  Reynolds:  I  wonder  if  there  isn’t  a  little 
confusion  on  the  record.  Your  question,  Mr.  Simp¬ 
son,  was  prefaced  with  a  reference  to  European  sub¬ 
sidiaries.  I  believe  that  the  company  you  are  now 
talking  about  is  an  American  company,  is  it  not? 

The  Witness:  No,  that  is  a  British  Company, 
Elder  &  Fyffes. 

Mr.  Reynolds:  Excuse  me. 

Mr.  Simpson:  Is  that  clear  now? 

By  Mr.  Simpson  : 

Q.  What  is  the  general  nature  of  this  subsidiary?  A. 
They  are  also  in  the  banana  business.  At  one  time  they 
produced  some  bananas.  They  now  produce  in  the  British 
Cameroons.  They  purchase  fruit  from  the  Island  of 
Jamaica. 

Q.  Does  Elder  &  Fyffes  carry  any  passengers  at  all? 
A.  They  carry  some  passengers. 

Q.  Do  they  carry  them  in  passenger  ships  or  in  cargo 
ships?  A.  They  have  two  or  three — and  I  can’t  tell!  you 
for  sure  at  the  minute — passengers  ships.  They  have  some 
cruises  on  those.  They  are  so  far  of  a  vagabond  cruise 
without  a  definite  schedule  in  advance. 

Q.  What  ports  do  they  serve  on  those  cruises?  [536] 
A.  The  ones  that  are  in  the  passenger  business  occasionally 
go  to  Jamaica,  but  most  of  them  now  are  running  down  to 
Africa  and  the  British  Cameroons. 
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Q.  Do  any  of  them  go  to  Europe  on  the  Elder  &  Fyffes 
ships?  A.  Yes.  They  occasionally  go  over  to  Europe 
dropping  off  bananas  at  Rotterdam. 

Q.  Do  they  carry  passengers  on  those  runs?  A.  I  doubt 
that  there  are  any  passengers  carried  over  there.  There 
may  be  some  tour  passengers  staying  on  the  ship  for  the 
complete  haul. 

Q.  Could  you  tell  me  whether  there  are  any  passenger 
ships  of  Elder  &  Fyffes?  A.  Yes,  they  have  one  strictly 
passenger  ship  that  carries  about  120  passengers. 

Q.  It  operates  to  Europe?  A.  That  is  right,  only  to 
Europe. 

Mr.  Reynolds:  From  where? 

By  Mr.  Simpson : 

Q.  From  where  to  Europe?  A.  It  operates  out  of  Eng¬ 
land,  and  it  has  been  on  miscellaneous  trips.  It  has  been 
to  the  Mediterranean  on  an  occasional  trip  for  the  govern¬ 
ment.  It  has  been  on  call  to  the  government.  The  ships 
are  mostly  directed  by  the  British  Government.  The  pas¬ 
sengers’  business  is  almost  nil  up  until  recent  months.  Now 
there  is  some  passenger  business. 

Q.  You  mentioned  these  cargo  ships  on  which  you  car¬ 
ried  passengers.  Will  United  Fruit  accept  any  person 
[537]  who  asks  for  passage  on  their  cargo  ships  provided 
of  course  that  accommodations  are  available?  A.  If  space 
is  available,  as  you  say.  We  do  not  like  to  take  them  for  a 
round  trip,  very  seldom  do.  It  is  usually  for  a  one-way 
trip  where  it  is  essential  that  they  get  to  their  destination. 
It  may  be  a  returning  government  official  of  that  country 
or  something  of  that  nature. 

Q.  On  these  ships  which  operate  the  cruise  tours,  would 
it  be  possible  for  a  person  to  get  passage  from  New  York 
to  Guatemala  one  way  and  no  other  trimmings  with  it? 
A.  Yes. 
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Q.  Without  hotel  reservations  in  Guatemala  and  so 
forth?  A.  That  is  correct.  We  would  sell  it  first.  During 
our  busy  season  which  is  during  the  fall  and  winter  months 
and  again  in  the  middle  of  the  summer  when  we  have  quite 
a  heavy  traffic  from  school  teachers  and  people  taking  sum¬ 
mer  vacations  at  that  time,  they  are  quite  well  filled  up  in 
advance.  Any  one  asking  for  one  way  trip  we  usually  hold 
aside  as  long  as  we  can  and  sell  the  complete  round  trip. 
If  there  is  any  space  left  afterwards  they  would  be  given 
a  one  way  accommodation. 

Q.  If  they  got  those  one  way  accommodations  y^ould 
they  pay  a  lower  rate?  A.  They  would  pay  at  a  higher 
rate.  The  combination  of  two  one  way  fares  is  higher  than 
the  complete  cruise  rate. 

Q.  Would  they  get  hotel  service  in  Guatemala?  [538] 
A.  No.  It  would  be  strictly  a  one  way  trip  the  same  as  the 
freight  ship,  except  it  is  a  higher  rate  than  the  freight  ship. 

Q.  Is  there  a  great  demand  for  passage  on  these  cargo 
ships  that  operate  to  South  America?  A.  I  think  there 
would  be  if  we  would  take  cruise  or  tour  passengers,  but 
we  don’t  feel  that  we  can  book  the  ships  up  that  way 
because  when  the  ship  leaves  we  don’t  know  what  our 
obligation  will  be  to  our  own  employees  coming  back  from 
there.  | 

Q.  Just  to  get  the  record  straight,  you  now  provide 
service  on  these  cruises  from  New  York  direct  to  Puerto 
Barrios  and  do  not  stop  at  Havana?  A.  That  is  correct. 

Q.  You  now  provide  service  from  New  Orleans  to 
Havana  to  Puerto  Barrios  on  a  cruise  basis?  A.  That  is 
correct.  j 

Q.  Would  you  state  what  service  is  provided  to  King¬ 
ston?  A.  There  isn’t  any  passenger  service  to  Kingston. 
In  fact  most  of  our  freight  boats  going  there  have  very 
poor  accommodations.  We  haven’t  booked  passengers 
there  for  quite  a  period  of  time. 
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Q.  There  are  no  cruise  trips?  A.  No.  We  don’t  even 
carry  our  own  employees  to  Kingston. 

Q.  In  addition  to  these  cruise  services  you  also  carry  a 
certain  number  of  passengers  on  the  cargo  ships  to  Havana 
and  Puerto  Barrios,  from  both  New  Orleans  and  New 
£539]  York,  is  that  correct?  A.  I  doubt  that  there  was 
any  service  other  than  the  passenger  ships  to  Havana  unless 
it  is  an  occasional  locked  cargo  that  was  booked  and  we 
thought  it  sufficient  to  put  one  ship  in  there.  Since  the 
New  York  ships  have  discontinued  their  service  to  Havana 
we  do  have  some  freight  ships  that  call  there,  carrying 
cargo  strictly. 

Q.  What  passenger  service  do  you  have  to  Havana 
aside  from  the  New  Orleans-Havana-Puerto  Barrios 
service?  A.  We  don’t  have  any  except  when  an  occasional 
freight  ship  might  go  in  when  space  was  available  and  we 
might  take  a  one  way  passenger. 

Q.  Would  you  refer  again  to  PA  Exhibit  21,  page  4, 
Mr.  Reynolds  asked  you  about  this  but  I  didn’t  get  it 
straight.  This  lists  round  trip  cruise  passengers.  That 
column  does  not  include  tour  passengers.  It  does  not 
include  tour  passengers,  does  it?  A.  It  does  include  tour 
passengers.  It  is  all  inclusive  with  tour  passengers. 

Q.  I  see,  thank  you. 

Would  you  tell  me  if  Lehman  Brothers  has  ever  received 
any  fees  for  financial  services  to  United  Fruit?  A.  To  the 
best  of  my  knowledge  they  never  have.  I  don’t  believe 
they  have  performed  any  services  for  us,  so  I  don’t  believe 
there  would  be  any  fees  involved. 

Mr.  Simpson:  That  is  all  I  have. 

Mr.  Reynolds:  I  have  one  question. 

Redirect  examination  by  Mr.  Reynolds: 

Q.  Mr.  Carpenter,  in  reference  to  the  decrease  in 
[540]  the  volume  of  your  passenger  business  in  1950  as 
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compared  with  1949  would  you  attribute  that  decrease  to 
any  significant  extent  to  the  competition  of  air  carriers? 
A.  No,  I  wouldn’t  say  so.  I  would  say  that  we  have  had 
less  passenger  ships  available  in  the  first  place.  We  have 
been  laying  up  two  ships  at  a  time  for  this  conversion  job. 
It  is  just  general  business  conditions.  I  don’t  think  it  has 
any  competitive  significance  at  all. 

Q.  Do  you  believe  that  the  type  of  passenger  transporta¬ 
tion  your  company  engages  in  and  the  package  it  sells  is 
substantially  a  different  product  from  w’hat  is  offered  ordi¬ 
narily  by  air  carriers  in  the  area?  A.  I  would  say  It  is 
entirely  different.  The  average  passenger  traveling  on  a 
ship  is  looking  for  a  slow,  leisurely  vacation,  with  a  rest 
on  the  water,  and  isn’t  in  a  hurry  to  get  somewhere. 

Mr.  Reynolds :  That  is  all  I  have. 

Examiner  Bryan :  Thank  you,  Mr.  Carpenter. 

(Witness  excused.) 


[545]  Afternoon  Session 


2:00  p.  m. 


Examiner  Bryan:  You  may  proceed,  gentlemen. 

Mr.  Reynolds:  Mr.  Examiner,  before  we  proceed 
there  is  one  preliminary  matter.  I  have  distributed 
an  additional  exhibit  to  the  parties,  which  is  extracts 
from  the  minutes  of  Pan  American’s  Board  of  Direc¬ 
tors  and  Executive  Committee  meetings  relating  to 
their  1940  and  1945  financing.  I  request  it  be  marked 
for  identification  at  this  time  as  Exhibit  PA-31. 

Examiner  Bryan:  It  will  be  so  marked  for  the 
purpose  of  identification. 

(The  document  referred  to  was  marked  for  iden¬ 
tification  Exhibit  PA-31.) 
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Examiner  Bryan:  Mr.  Kennedy,  are  you  ready 
to  proceed? 

Mr.  Kennedy:  Mr.  Examiner,  I  had  some  pre¬ 
liminary  matters,  but  I  think  perhaps  it  might  help 
a  little  bit  if  we  defer  them  until  we  have  completed 
the  examination  of  Mr.  Baker. 

Examiner  Bryan:  All  right. 

Mr.  Cross:  I  would  like  to  call  Mr.  G.  T.  Baker, 
President  of  the  National  Airlines. 


Whereupon,  G.  T.  Baker  was  called  as  a  witness  for 
National  Airlines,  Inc.,  and  having  been  first  duly  sworn, 
was  examined  and  testified  as  follows : 

Direct  examination  by  Mr.  Cross : 

Q.  Mr.  Baker,  will  you  state  for  the  record  your  [546] 
name  and  position  with  National  Airlines?  A.  G.  T.  Baker, 
President,  National  Airlines,  Miami,  Florida. 

Q.  You  have  a  very  brief  statement  which  you  would 
like  to  make  as  to  the  value  of  Mr.  Thomas’  services  as 
director  of  National?  A.  I  think  it  is  obvious  that  we  think 
his  services  are  satisfactory  as  we  have  re-elected  him  every 
year  and  I  don’t  think  he  has  enough  stock  to  re-elect 
himself. 

Mr.  Cross :  That  completes  the  direct  examination. 
Counsel  may  examine. 

Examiner  Bryan :  Mr.  Kennedy. 

Mr.  Kennedy:  Mr.  Simpson  will  cross-examine. 

Cross  examination  by  Mr.  Simpson : 

Q.  Will  you  state  the  circumstances  under  which  Mr. 
Thomas  became  a  director  of  National?  A.  The  votes  were 
cast  for  him.  The  ballot  was  unanimous  and  he  was  elected 
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along  with  the  rest  of  the  directors  at  a  meeting — I  don’t 
know  whether  it  was  1945  or  ’46.  I  don’t  remember  the 
year  offhand. 

Q.  I  think  it  was  September  12,  1946.  You  issued  a 
block  of  150,000  shares  of  common  stock,  I  believe  on  August 
14,  1946,  through  Lehman  Brothers.  Was  there  any  con¬ 
nection  between  this  issue  and  Mr.  Thomas  going  on  the 
board?  A.  No. 

Q.  Did  you  suggest  to  Mr.  Thomas  that  he  should  go 
on  the  board  ?  [547]  A.  Yes.  I  suggested  him  some  years 
before  and  tried  to  get  him  on  the  board. 

Q.  Had  you  received  financial  advice  from  Mr.  Thomas 
prior  to  his  going  on  the  Board?  A.  Oh,  yes. 

Q.  He  had  worked  on  financing?  A.  Yes,  ever  since 
the  beginning. 

Q.  Had  he  given  you  advice  on  other  matters  besides 
financing?  A.  What  matters? 

Q.  Operational  matters.  A.  No,  he  is  not  an  operating 
man.  He  would  make  suggestions  from  time  to  time  on 
how  to  improve  the  service  and  what  not.  He  gave  us  his 
thinking,  which  we  like  to  get,  of  course. 

Q.  Did  you  receive  any  advice  from  Mr.  Lehman  before 
Mr.  Thomas  went  on  the  Board?  A.  Occasionally. 

Q.  On  financing  and  so  forth?  A.  Yes.  ; 

Q.  On  any  other  matters?  A.  Nothing  very  significant 
that  I  can  think  of  at  the  moment. 

Q.  I  think  Mr.  Lehman  mentioned  that  he  had  spoken 
with  you  about  the  labor  strike,  the  pilots’  strike.  Do  you 
recall  that?  A.  I  don’t  recall.  He  probably  did,  yes. 

Q.  Do  you  remember  receiving  any  advice  from  anybody 
else  in  National  Airlines  before  Mr.  Thomas  went  [548]  on 
the  Board?  A.  In  Lehman  Brothers,  you  mean? 

Q.  Yes,  I  am  sorry.  A.  I  talked  with  several  of  the 
partners  there  at  various  times  on  various  matters. 

Q.  Do  you  remember  which  ones?  A.  No.  I  don’t 
remember  what  I  talked  with  them  about. 
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Q.  Since  Mr.  Thomas  has  been  elected  director,  how 
much  time  has  he  spent  on  National  Airlines  affairs?  A. 
He  comes  to  the  directors’  meetings  occasionally,  and  he 
helps  us  get  business  in  New  York.  I  talk  to  him  on  the 
phone  occasionally. 

Q.  Have  you  ever  discussed  labor  matters  with  him? 
A.  Occasionally. 

Q.  Is  Mr.  Thomas  fairly  active  at  the  directors’  meet¬ 
ings,  in  the  discussions  and  so  forth?  A.  Not  any  more 
so  than  any  other  director.  I  don’t  think  he  has  ever  taken 
exception  to  anything  that  we  did.  He  is  always  in  favor 
of  the  various  moves  that  we  make. 

Q.  Does  he  attend  the  meetings  fairly  regularly?  A. 
Fairlv  so. 

Q.  If  he  is  unable  to  attend,  does  he  ever  send  any  one 
else  from  Lehman  Brothers  to  take  his  place?  A.  No. 

Q.  I  would  like  to  go  a  little  bit  into  what  types  of  mat¬ 
ters  are  brought  up  at  directors’  meetings.  The  purchase 
of  aircraft  equipment  has  to  be  handled  at  the  [549] 
directors’  meetings?  A.  Directors’  meetings  or  meetings 
of  the  executive  committee. 

Q.  Is  there  a  dollar  amount  on  purchases  that  have  to 
be  considered  by  the  board  of  directors?  A.  No,  not  unless 
I  submit  it  to  them  in  that  form. 

Q.  Things  like  future  financings  and  mergers  and  things 
like  that  would  have  to  be  passed  on  by  the  board.  Labor 
questions  would  also  go  to  the  board,  I  suppose.  A.  Not 
necessarilv. 

Q.  Only  if  they  were  very  important?  A.  Yes.  They 
wouldn’t  go  to  them  for  decision,  just  merely  for  presenta¬ 
tion  to  them  to  tell  them  the  situation. 

Q.  Who  would  make  the  decision  on  what  investment 
banking  house  would  get  financing?  W7ould  that  be  your 
decision  or  the  decision  of  the  Board?  A.  I  think  that 
would  be  mine. 
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Q.  Would  you  consult  the  board  in  that  matter?  A.  Not 
necessarily,  not  until  the  deal  was  made  and  required  board 
approval.  ! 

Q.  Does  Mr.  Thomas  ever  talk  to  you  about  getting 
financing  for  Lehman  Brothers?  A.  Surely. 

Q.  Is  that  before —  A.  Many  directors  have,  in  fact. 

Q.  Is  that  before  or  after  he  was  on  the  board?  A.  Ever 
since  the  beginning  of  it.  I  went  to  him  first  and  talked 
to  him  about  it.  From  that  point  on  we  got  together  and 
they  handled  all  those  matters  as  they  [550]  came  up. 

Q.  When  was  it  you  first  went  to  him?  A.  Don’t  hold 
me  to  the  date,  but  approximately  1937,  the  latter  part  of 
1937. 

Q.  What  kind  of  aircraft  does  National  Airlines  have? 
A.  Lockheed,  Douglas,  C-46’s,  DC-4’s  and  DC-6’s  and  C-46 
cargo  ships. 

Q.  Have  you  ever  considered  the  possibility  of  pur¬ 
chasing  aircraft  from  Consolidated  Vultee?  A.  Yes.  As 
recently  as  yesterday. 

Q.  Did  Mr.  Thomas  take  part  in  those  discussions?  A. 
He  doesn’t  even  know  about  it. 

Q.  Did  he  take  part  in  any  other  discussions  on  Con¬ 
solidated  Vultee?  A.  No.  I 

Q.  Has  he  taken  part  in  any  discussions  on  the  purchase 
of  aircraft?  A.  No,  only  after  we  had  decided  what  to  buy. 

Q.  And  then  he  voted  on  it  at  the  directors’  meeting? 
A.  That  is  right. 

Q.  Has  he  ever  suggested  that  you  should  purchase 
Consolidated  Vultee  Aircraft?  A.  No.  j 

Q.  Would  you  look  at  National  Airlines  Exhibit  No.  6, 
page  9.  Before  we  look  at  this  exhibit,  does  the  purchase 
of  aircraft  equipment  have  to  be  ratified  by  the  board  of 
directors?  A.  Not  if  the  executive  committee  ratifies  it. 
It  could  be  done  either  way.  I  forget  which  way  it  was 
done.  [551]  We  decide  what  we  need  and  go  ahead  and 
buy  it  and  then  we  get  approval. 
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Q.  You  get  the  approval  after  you  have  made  the  pur¬ 
chase?  A.  Usually,  yes.  Or  we  make  the  purchase  subject 
to  subsequent  approval. 

Q.  Is  Mr.  Thomas  on  the  executive  committee?  A.  Not 
now.  I  don’t  know  if  he  ever  was  or  not.  He  is  not  now 
on  it. 

Q.  Getting  back  to  National  Airlines  Exhibit  6,  page  9, 
it  says  in  the  first  paragraph:  “Mr.  Joseph  A.  Thomas, 
who  is  a  member  of  the  firm  of  Lehman  Brothers,  renders 
financial  advisory  services  to  the  company,  for  which  com¬ 
pensation  is  paid  by  the  company  at  the  rate  of  $5,000  per 
annum.  ’  ’ 

Is  that  in  addition  to  any  fees  he  receives  as  a  director? 
A.  That  is  right. 

Q.  Does  he  still  receive  that?  A.  No. 

Q.  When  did  he  begin  to  receive  that?  Could  you  give 
me  the  years  during  which  he  received  the  $5,000  ?  A.  Oh, 
I  think  we  terminated  that  along  about  July  or  August 
1948,  and  then  he  was  put  in  about  the  year  before  that, 
about  a  year  or  so  maybe,  maybe  a  year  and  a  half,  not  long. 

Q.  What  were  the  services  for  which  he  received  $5,000? 
A.  He  used  to  advise  with  us  on  various  things,  and 
[552]  he  still  does,  only  he  doesn’t  get  paid  for  it  now.  We 
think  his  advice  is  just  as  good,  though. 

Q.  Would  you  tell  me  when  you  first  met  Mr.  Lehman? 
A.  About  the  time  we  started  to  deal  with  Lehman  Brothers, 
about  1937,  the  latter  part  of  1937. 

Q.  Have  you  ever  made  any  use  of  the  services  of  the 
industrial  department  of  Lehman  Brothers?  A.  I  think  we 
have  at  various  times  when  we  were  talking  about  mergers 
or  different  kinds  of  deals.  They  would  look  into  them  and 
check  them  up  and  give  us  their  reports  and  so  on. 

Q.  It  was  always  advice  on  financial  matters?  A.  Yes, 
various  things  that  we  might  give  to  them.  I  couldn’t 
remember  everything  we  asked  them. 

Q.  Do  you  remember  if  you  got  advice  on  anything  but 
financial  matters?  A.  I  wouldn’t  remember  that  offhand, 
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unless  you  would  ask  me  directly.  This  is  over  a  long 
period  of  years.  You  get  to  know  people  quite  well  and 
discuss  many  things  with  them. 

Q.  Do  you  remember  any  particular  people  in  the  indus¬ 
trial  department  of  Lehman  Brothers  that  you  dealt  with? 
A.  I  remember  one  fellow,  I  forget  his  name  offhand,  who 
is  now  the  head  of  Paramount.  I  think  Wilson  is  another 
fellow.  They  have  had  several  people  in  there. 

Q.  Mr.  Wilson  took  part  in  the  talks  in  the  summer;  of 
1948  with  Pan  American?  A.  I  believe  he  got  in  there  some 
way. 

Q.  I  believe  that  Mr.  Thomas  testified  that  he  was 
[553]  out  of  town  at  that  time.  Did  you  take  Mr.  Wilson 
in  lieu  of  Mr.  Thomas?  A.  No. 

Q.  Do  you  remember  why  you  asked  Mr.  Wilson  to 
attend  that  meeting?  A.  He  was  looking  into  some  detail 
figures. 

Q.  Did  he  take  part  in  the  discussions  between  you  and 
Mr.  Trippe?  A.  No,  I  don’t  think  so. 

Q.  Did  3fou  consult  Mr.  Wilson  at  all  before —  A.  Yes, 
we  got  figures  from  him. 

Q.  Did  you  discuss  the  matter  with  Mr.  Thomas  before 
the  meetings?  A.  That  is  right. 

Q.  Did  you  talk  over  this  meeting  with  Mr.  Thomas  after 
he  came  back?  A.  I  don’t  remember,  it  has  been  so  long 
ago.  I  probably  did,  yes,  because  they  were  quite  interested 
in  the  deal,  as  I  was,  and  we  discussed  it  in  some  detail. 

Q.  Did  you  discuss  it  with  any  other  Lehman  Partner 
at  that  time?  A.  I  really  couldn’t  tell  you.  I  may  have 
talked  it  over  with  Bobby  Lehman.  X  probably  did,  but  I 
don’t  recall  that  I  did  it.  I  know  he  was  in  favor  of  the 
deal. 

Q.  He  was  in  favor  of  it  at  that  point?  A.  Yes.  He 
has  been  right  along  I  think. 

Q.  Did  he  speak  to  you  about  it  at  that  point?  How 
did  you  know  that  he  was  in  favor  of  it?  A.  I  probably 
talked  it  over  with  him.  He  came  to  [554]  Florida  in  the 
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wintertime  several  times  during  the  season,  and  I  saw  him 
in  New  York.  That  was  the  topic  of  conversation  with  a 
great  many  people  besides  Mr.  Lehman. 

Q.  Would  that  be  the  winter  of  1947-48,  or  the  winter 
of  ’48- ’49,  after  the  talks  that  you  had  with  Mr.  Trippe? 
A.  I  think  it  was  during  194S  ’49. 

Q.  So  it  would  be  after  the  talks  with  Mr.  Trippe,  just 
so  the  record  is  straight.  A.  Yes. 

Q.  Then  the  next  conference  you  had  was  in  New  York, 
I  believe,  and  Mr.  Trippe,  Mr.  Dean,  Mr.  Friendly, 
Mr.  Baker,  Mr.  Scott,  Thomas  and  Fell  were  present;  is 
that  right?  A.  We  had  meetings  at  which  they  were  all 
present,  yes. 

Q.  Did  you  ask  Mr.  Thomas  to  attend,  and  Mr.  Fell? 
A.  Yes.  I  figured  I  needed  lots  of  help. 

Q.  What  particular  help  did  you  expect  to  get  from 
Mr.  Thomas?  A.  They  were  experienced  financial  nego¬ 
tiators,  shall  I  say,  and  Mr.  Thomas  had  had  experience 
with  Mr.  Trippe  previously  when  Mr.  Thomas  was  inter¬ 
ested  in  American  Exports  Airlines.  I  thought  it  was 
well  to  have  them  all. 

Q.  Why  did  you  want  Mr.  Fell  along,  for  the  same  rea¬ 
son?  A.  He  was  a  good  personal  friend  of  mine  and  was 
thoroughly  familiar  with  our  operation  and  what  we  were 
doing  and  had  been  helpful  many  times  in  the  past. 

Q.  Do  you  recall  if  you  discussed  this  matter  with 
[555]  Mr.  Lehman  at  that  time?  A.  Probably,  but  I 
wouldn’t  know  exactly.  I  am  sure  that  we  must  have 
because  he  was  always  around.  We  talked  over  various 
things  with  him. 

Q.  You  frequently  discuss  National  matters  with  Mr. 
Lehman,  do  vou?  A.  Yes. 

Q.  When  was  the  next  time  that  you  spoke  to  Mr. 
Thomas  about  the  Pan  American-Panagra-National  agree¬ 
ments?  A.  I  don’t  recall.  There  were  so  many  meetings 
with  so  many  different  people  in  there,  and  it  changed 
complexions  a  number  of  times.  I  don’t  recall  all  the  details 
of  it. 
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Q.  Do  you  remember  at  any  time  that  you  did  discuss 
it  with  Mr.  Thomas  before,  say,  the  memorandum  agree¬ 
ment  of  1949?  A.  No,  that  wasn't  discussed  with  Mr. 
Thomas.  You  mean  when  we  made  the  deal  with  W.  R. 
Grace  and  Company? 

Q.  I  was  trying  to  see  if  you  could  remember  any  time 
between  the  meeting  which  Mr.  Thomas  attended  and  the 
agreement  that  you  finally  reached  that  you  discussed  it 
with  him?  A.  We  discussed  it  with  him,  but  he  never  was 
in  on  any  of  the  negotiations  that  I  recall. 

Q.  You  kept  in  touch  with  him  on  the  telephone  and 
so  forth?  A.  That  is  right. 

Q.  Do  you  remember  discussing  it  with  Mr.  Fell?  A. 
No,  I  don’t  think  I  discused  it  with  Mr.  Fell. 

Q.  Do  you  remember  discussing  it  with  Mr.  Lehman? 
[556]  A.  I  don’t  remember  exactly,  but  I  probably  did 
because  I  saw  Mr.  Lehman  around  frequently  in  Miami  or 
in  New  York. 

Q.  He  makes  frequent  trips  to  Miami?  A.  That  is  right. 

Q.  And  he  always  looks  you  up  down  there,  does  he? 
A.  He  usually  does. 

Q.  Is  Mr.  Thomas  aware  of  the  agreement  with  Grace 
to  purchase  the  174,000  shares  of  National?  A.  Only  when 
we  presented  it  to  the  Board  of  Directors. 

Q.  Did  he  vote  at  that  time?  A.  I  believe  he  did;  yes. 
I  don’t  know  about  that,  either. 

Q.  Do  you  know  how  he  voted?  A.  He  was  in  favor  of 
it.  Whether  he  was  there  or  not  I  wouldn’t  know  without 
looking  at  the  records.  From  our  conversations  that  were 
held  right  at  that  time,  none  of  our  directors  knew  it, 
including  Mr.  Lehman,  until  I  told  them  over  the  phone. 

Mr.  Reynolds :  I  wonder  if  there  is  some  mis¬ 
understanding  on  that.  I  believe,  Mr.  Baker,;  you 
said  none  of  our  directors,  including  Mr.  Lehman. 

The  Witness :  Not  as  a  director,  not  including  him 
as  a  director. 
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By  Mr.  Simpson: 

Q.  What  did  you  mean?  A.  None  of  our  directors  or 
Mr.  Lehman. 

Q.  You  were  just  including  Mr.  Lehman  as  somebody 
[557]  that  you  normally  discuss  National  matters  with? 
A.  That  is  right. 

Q.  Was  the  memorandum  agreement  of  March  30  sent 
to  the  Board  of  Directors  of  National?  A.  Off  the  record 
just  a  minute. 

(Discussion  off  the  record) 

(The  pending  question  was  read  by  the  reporter) 

The  Witness:  I  don’t  recall  whether  it  was  or  not 
because  that  was  made  in  the  middle  of  the  night 
and  we  just  signed  it  and  went  on  from  there. 

By  Mr.  Simpson : 

Q.  Did  you  discuss  the  agreement  with  Grace  for 
174,000  shares  with  Mr.  Thomas  informally  over  the  tele¬ 
phone?  A.  Not  until  after  it  was  made.  He  didn’t  know 
about  it  until  after  we  had  made  the  deal  and  then  it  was 
subject  to  our  board  of  directors’  approval.  That  is  the 
first  time  he  knew  about  it. 

Q.  And  the  memorandum  agreement  that  you  referred 
to  before — did  you  discuss  that  with  Mr.  Thomas?  A.  No, 
I  did  not. 

Q.  Then  the  final  agreement  that  was  made  with  Pan 
American — did  you  discuss  that  with  him?  A.  That  was 
discussed  with  the  Board  of  Directors. 

Q.  What  position  did  he  take?  A.  He  was  in  favor  of 
it. 

Mr.  Cross:  The  final  agreement,  you  mean  the 
agreement  of  May  11? 

Mr.  Simpson :  Yes. 
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[558]  By  Mr.  Simpson : 

Q.  Bid  you  discuss  the  final  agreement  with  Mr.Lehman  ? 
A.  I  think  so,  but  not  in  detail  at  all.  I  just  told  him  that 
we  had  the  agreement  made  and  he  was  glad  to  hear  it^  just 
in  passing.  It  wasn’t  any  detailed  discussion,  although  I 
think  he  probably  had  copies  of  it,  because  we  sent  copies 
of  it  to  Mr.  Thomas.  He  certainly  could  get  copies  either 
from  Mr.  Thomas  or  from  Mr.  Trippe. 

Q.  Is  it  correct  that  the  Board  of  Directors  has  recently 
given  you  the  authority  to  renegotiate  these  contracts  and 
if  necessary  to  cancel  them?  A.  Yes,  one  portion  of  it;,  the 
option  of  stock  of  Pan  American  and  \V.  R.  Grace  &  Com¬ 
pany. 

Q.  Did  you  discuss  that  with  Air.  Thomas  ?  A.  I  discus¬ 
sed  it  over  the  phone  with  him  before  the  directors’  meeting. 
I  happened  to  be  in  New  York  and  asked  if  he  was  coming 
down. 

Q.  What  did  he  say?  A.  He  said  no,  that  his  wife  was 
sick.  I  explained  to  him  the  purpose  of  the  meeting.  .  He 
said  he  wouldn’t  be  down  and  I  said  “I  want  to  tell  you 
what  we  are  going  to  do  and  what  do  you  think  of  it,”  and 
he  said  he  thought  it  was  all  right. 

Q.  Did  he  say  why  he  thought  it  was  a  good  ideh  to 
cancel  them?  A.  No. 

Q.  Did  you  discuss  that  with  Air.  Lehman?  A.  No,  I 
never  talked  about  it  with  him. 

[559]  Q.  Have  you  talked  with  Air.  Thomas  at  any  time 
since  your  telephone  conversation?  A.  I  talked  to  him 
yesterday.  j 

Q.  He  is  still  of  the  same  opinion?  A.  Yes,  I  think  so. 

Q.  Could  you  tell  me  when  you  first  met  Air.  Thomas? 
A.  1937. 

Q.  Did  you  meet  him  socially  or  through  business  con¬ 
nections?  A.  Through  business  connections. 

Q.  Where  was  it  that  you  met  him?  A.  In  New  York, 
in  his  office. 

Q.  You  were  visting  at  Lehman  Brothers  on  business, 
I  take  it?  A.  No,  I  was  trying  to  get  some  money  fof  an 
airline. 
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Q.  I  see.  And  that  was  your  first  contact  with  any  one 
in  Lehman  Brothers  ?  A.  That  is  right. 

Q.  The  first  person  you  met  was  Mr.  Thomas?  A.  That 
is  right. 

Mr.  Simpson:  That  is  all  1  have,  Mr.  Examiner. 

Examiner  Bryan:  Pan  American?  Any  ques¬ 
tions  ? 

Mr.  Reynolds:  I  prefer  to  defer  to  Lehman 
Brothers’  counsel. 

Examiner  Bryan:  Lehman  Brothers? 

By  Mr.  Henry : 

Q.  You  know,  don’t  you,  Mr.  Baker,  that  Mr.  Robert 
Lehman  owns  stock  in  National  Airlines?  [560]  A.  I 
don’t  know  that  as  a  fact,  but  he  used  to.  I  think  he 
still  does.  I  think  he  bought  some  more  here  several 
months  ago.  He  told  me  he  was  going  to. 

Q.  To  the  best  of  your  recollection,  he  has  for  some 
time  held  stock  in  National  Airlines?  A.  Yes. 

Q.  You  know  also  that  Mr.  Fell  holds  stock  in  National 
Airlines?  A.  I  believe  he  does.  He  was  one  of  the  orig¬ 
inal  stockholders. 

Q.  Have  you  ever  discussed  with  Mr.  Thomas  or  any 
of  the  other  Lehman  partners  the  internal  affairs  of  any 
other  company  on  which  they  hold  directorates,  with  the 
possible  exception  of  the  situation  where  National  was  con¬ 
templating  a  merger?  A.  That  is  right. 

Q.  None  other?  A.  None  other,  except  occasionally  to 
get  investment  information  for  my  own  personal  benefit. 

Q.  Did  any  of  those  discussions  deal  with  the  private 
affairs  of  those  companies?  A.  Not  private  affairs  that 
should  not  be  known  to  investors.  I  just  didn’t  happen  to 
be  familiar  with  it. 

Q.  Known  to  investors  generally?  A.  That  is  right. 

Mr.  Henry:  No  further  questions. 

Examiner  Bryan :  Pan  American. 

Mr.  Reynolds :  I  have  just  one  question. 
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[561]  By  Mr.  Reynolds: 


Q.  Mr.  Baker,  you  referred  to  the  various  times  that 
you  talked  with  Mr.  Robert  Lehman  concerning  the  pro¬ 
posed  stock  acquisition  and  interchange  arrangement. 
Would  you  state  on  any  of  those  occasions  they  constituted 
negotiation  at  all  or  that  they  were  purely  a  matter  of  gen¬ 
eral  conversation  among  friends,  or  what?  A.  I  never 
really  analyzed  it.  He  was  in  favor  of  the  deal.  He  liked 
it.  ! 


Q.  You  weren’t  at  any  time  negotiating  with  him  as, 
for  example,  the  representative  of  Pan  American  Air¬ 
ways?  You  were  just  discussing  the  subject  in  general? 
A.  Never  as  the  representative  of  Pan  American  Airways. 
As  a  partner  of  Lehman  Brothers. 


Mr.  Reynolds:  That  is  all. 

Examiner  Bryan:  All  right,  Mr.  Baker,  thank 
you. 


By  Mr.  Simpson: 

Q.  You  meant  you  were  getting  advice  from  him  as 
a  partner  in  Lehman  Brothers?  A.  That  is  right.  ; 

Examiner  Bryan:  That  is  all. 

•  ••••• 


[567]  R.  G-.  Fergusox  a  witness  for  and  on  behalf  of 
Pan  American,  having  been  first  duly  sworn,  was  examined 
and  testified  as  follows: 

i 

Direct  examination  by  Mr.  Reynolds: 

Q.  Please  state  your  name  and  position  for  the  record. 
A.  R.  G-.  Ferguson,  Treasurer  of  Pan  American  World 
Airways,  Inc. 

Q.  For  how  long,  Mr.  Ferguson,  have  you  been  treas¬ 
urer  of  Pan  American  World  Airways?  A.  Since  the 
spring  of  1949. 
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[568]  Q.  Who  was  the  treasurer  prior  to  that  time?  A. 
J.  Clausen  Hoop. 

Q.  Where  is  General  Roop  now?  A.  He  retired  March 
31,  1949. 

Q.  Was  he  treasurer  during  the  time  when  Pan  Amer¬ 
ican  had  securities  financing  in  1940  and  1945?  A.  That  is 
correct. 

Q.  Are  all  of  the  treasury  department  files  relating  to 
that  subject  now  in  your  custody?  A.  They  are. 

Q.  Were  you  at  that  time  assistant  treasurer  of  Pan 
American?  A.  I  became  assistant  treasurer  in  I  believe 
April  1942. 

Q.  How  long  have  you  been  employed  by  Pan  American 
altogether?  A.  About  21  years. 

Q.  Do  you  sponsor  in  this  proceeding  exhibits  PA-1 
through  PA-8,  inclusive,  PA-10,  PA-20,  and  PA-22  through 
PA-30  inclusive?  A.  I  do. 

Q.  Were  these  exhibits  prepared  by  your  department 
and  under  your  general  supervision  and  direction?  A. 
Thev  were. 

y 

Q.  Are  there  any  corrections  that  you  have  to  make  to 
the  exhibits  at  this  time?  A.  I  have  two  or  three  small  cor¬ 
rections.  Exhibit  PA-5,  page  1,  the  last  sentence  of  the  last 
paragraph  on  this  page,  which  reads:  ‘‘At  other  gateway 
points  Pan  [569]  American  uses  the  services  of  other  con¬ 
cerns  for  clearance  of  company  property.”  That  is  an 
incorrect  statement.  In  fact,  in  almost  all  cases  the  clear¬ 
ances  are  done  by  Pan  American  personnel. 

Q.  That  is  vour  owm  traffic  department.  A.  That  is 
correct. 

Q.  Are  there  any  other  corrections?  A.  On  PA-10,  page 
5.  I  think  there  are  two  modifications  of  the  general  con¬ 
tract  covering  the  purchase  of  the  20  CV-240?s.  One  cov¬ 
ered  a  modification  agreement  and  the  other  one  was  a 
supplemental  agreement  with  regard  to  the  return  of  air¬ 
craft  for  certain  modifications,  but  they  were  purely 
adjuncts  to  the  normal  contract  for  the  purchase  of  the 
CV-240’s. 
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Q.  Both  of  those  contracts  that  are  referred  to  were 
dated  November  25,  1947?  A.  That  is  correct.  Then  on 
Exhibit  PA-30,  there  should  have  been  a  heading  put  over 
the  columns.  It  should  cover  all  of  the  columns  and  it 
should  read :  ‘  *  Rates  in  cents  per  ton-mile.  ’  ’  That  is  purely 
an  explanation  of  what  the  figures  are. 

Q.  With  those  corrections,  Mr.  Ferguson,  are  all  of  the 
exhibits  which  we  have  enumerated  that  you  have  sponsored 
true  and  correct  to  the  best  of  your  information  and  belief? 
A.  They  are. 

Q.  I  would  like  to  refer  again  to  PA-10,  the  part  that  is 
under  Roman  I,  referring  to  Continental  Airlines,  and  ask 
if  you  have  any  recent  figures  with  you  which  would  [570] 
indicate  the  volume  of  business  done  as  between  Pan  Amer¬ 
ican  and  Continental  Airlines.  A.  Yes.  For  the  first  ten 
months  of  1950  the  PAA  sales  for  the  account  of  Continental 
amounted  to  $16,000,  or  an  average  of  $1,600  a  month,  and 
the  sales  by  Continental  for  the  account  of  PAA  amounted 
to  $11,600  for  the  period,  or  $11,160  per  month. 

Q.  Do  those  figures  represent  a  comparatively  large  or 
a  comparatively  small  amount  of  traffic  traveling  over  the 
two  lines?  A.  I  think  it  would  be  a  few  passengers  per 
month.  That  would  be  what  is  represented. 

Q.  It  is  true  that  any  passengers  that  do  travel  over  the 
two  lines  have  to  travel  over  an  intermediate  carrier  in 
order  to  make  a  journey  of  that  type?  A.  I  think  that  is 
correct. 

Q.  Mr.  Ferguson,  do  you  as  treasurer  of  the  company 
or  in  any  capacity  regularly  attend  meetings  of  the  Board 
of  Directors  of  Pan  American?  A.  I  do  not. 

Q.  Did  your  predecessor?  A.  No,  he  did  not. 

Q.  In  the  event  of  any  future  financing  by  Pan  American 
would  you  have  any  connection  or  participation  in  it?  A. 
Yes,  I  would. 

Q.  Is  there  any  established  policy  of  Pan  American  as 
to  type  of  financing  or  sources  of  obtaining  financing  which 
might  govern  future  problems  of  that  type?  [571]  A.  No, 
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there  is  none.  I  think  that  the  manner  in  which  financing 
would  be  done  would  be  entirely  controlled  by  economic 
conditions,  market  conditions,  and  whether  or  not  the  finan¬ 
cing  could  be  more  advantageously  done  through  equity 
financing  or  through  bank  loans  or  other  means. 

Q.  In  your  Exhibit  you  referred  to  Pan  American’s 
credit  agreements,  which  of  course  represent  bank  loans. 
Have  you  any  connection  with  the  matter  of  arranging  or 
working  out  any  of  the  details  having  to  do  with  our  exist¬ 
ing  credit  agreements?  A.  Yes,  I  did. 

Q.  You  would  normally  do  that  as  treasurer?  A.  That 
is  correct. 

Q.  Did  Mr.  Robert  Lehman  or  the  firm  of  Lehman 
Brothers  have  any  connection  with  that  at  all?  A.  He  did 
not.  All  of  the  contacts  wmich  w*ere  made  with  the  banks 
w’ere  made  directly  by  myself  and  other  officers  of  the 
company. 

Q.  In  the  day  to  day  operations  of  your  department  and 
your  duties  as  treasurer  do  you  have  occasion  to  consult 
with  or  obtain  advice  from  Mr.  Robert  Lehman  or  any 
partner  of  Lehman  Brothers  firm?  A.  No,  w*e  do  not. 

Q.  To  your  knowledge  has  Pan  American  used  the  ser¬ 
vices  of  the  industrial  department,  so-called,  of  the  Lehman 
Brothers  organization  or  paid  any  fees  for  advice  of  that 
type  ?  A.  To  my  knowledge,  it  has  not. 

Q.  Can  you  give  us  any  information  as  to  wrhv  the  1945 
[572]  contemplated  financing  under  an  agreement  with  the 
Atlas  Corporation  was  cancelled  and  a  new  agreement  was 
made  with  various  underwriting  houses  on  the  standard 
form  of  financing?  A.  Yes.  At  the  time  the  financing 
arrangement  was  made  with  the  Atlas  Corporation  our 
stock  had  a  market  value — I  am  thinking  now  of  what  it 
was  at  the  time  the  agreement  was  made,  of  about  $34.50  a 
share.  In  February  of  1945  the  stock  was  split  two  for  one, 
and  the  price  of  course  reflected  the  split,  and  from  Febru¬ 
ary  of  1945  up  through  June  the  market  value  of  the  stock 
continued  to  increase.  As  a  matter  of  fact,  in  the  latter 
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part  of  June  the  price  got  up  to  approximately  $27  or  $28 
a  share,  which  taking  that  on  the  basis  of  the  old  stock, 
would  be  $56  a  share  as  compared  to  $34,  which  was  the 
price  at  the  time  the  Atlas  agreement  was  made.  The  Atlas 
agreement  provided  for  the  guaranteeing  of  a  certain 
amount  of  money,  $25  million  in  one  instance  and  then  was 
supplemented  to  $25,500,000,  on  the  basis  of  issuing  stock 
at  prices  between  $14  and  $18  a  share.  If  we  had  gone 
through  with  that  arrangement  and  the  underwriting  agree¬ 
ment  with  Atlas,  it  would  have  meant  that  for  the  number 
of  shares  issued,  which  was  approximately  the  same  as  the 
total  number  of  shares  issued  under  the  financing  under  the 
underwriting  agreement  with  Kuhn,  Loeb,  we  would  have 
received  about  the  $28,500,000,  as  compared  to  somewhere 
in  the  neighborhood  of  a  gross  of  $43  million  under  the 
new  arrangement. 

It  therefore  appeared  to  us  to  be  most  advantageous  in 
the  latter  part  of  June  to  reconsider  the  agreement  which 
we  had,  which  required  cancellation,  and  to  go  into  [573]  a 
normal  underwriting  agreement  with  the  banking  establish¬ 
ments  in  Wall  Street. 

As  it  turned  out,  we  certainly  did  the  right  thing  in 
doing  that. 

Q.  Mr.  Ferguson,  over  the  period  of  the  past  several 
years  is  it  true  that  Pan  American  has  purchased  other 
aircraft  than  that  manufactured  by  Consolidated  Vult£e? 
A.  Very  definitely.  The  commitment  as  far  as  Consolidated 
Vultee  was  concerned  in  our  postwar  equipment  program 
was  minor  compared  to  commitments  made  for  other  air¬ 
craft,  including  the  products  of  Douglas,  Lockheed,  and 
Boeing.  j 

Q.  Has  Pan  American  recently  entered  into  a  new  con¬ 
tract  for  the  purchase  of  additional  equipment?  A.  Yes. 
They  have.  They  have  ordered  I  think  for  Pan  American ’s 
portion  of  the  commitment  18  DC-6B’s.  I  think  there  were 
two  additional  added  under  Panagra’s  part  of  the  deal. 
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Q.  This  was  Douglas  Aircraft?  A.  That  was  with  Doug¬ 
las  Aircraft. 

Q.  Were  other  types  of  aircraft  considered  in  connection 
with  arriving  at  the  decision  to  make  that  particular  pur¬ 
chase?  A.  Yes,  there  were.  In  the  field  of  aircraft  wilich 
we  wished  to  purchase  there  were  only  two  that  wrould  be 
available  within  a  reasonable  period  of  time,  the  DC-6B,  and 
the  Lockheed  L-1049.  Both  of  those  w”ere  considered  very 
seriously  at  the  time  the  choice  was  made. 

Q.  Did  Mr.  Robert  Lehman  or  the  firm  of  Lehman  [574] 
Brothers  have  any  connection  with  the  negotiation  of  the 
contract  in  any  manner  for  the  purchase  of  that  equipment? 
A.  Not  to  my  knowiedge.  The  only  contact  which  Robert 
Lehman  would  have  in  connection  with  that  problem  w”ould 
be  at  the  time  that  the  proposition  w”as  presented  to  the 
Board  of  directors. 

Q.  If  he  was  present.  A.  If  he  w”as  present.  I  don’t 
know  whether  he  was  present  or  not. 

Q.  In  connection  with  the  agreement  which  is  under 
review”  by  the  Civil  Aeronautics  Board  with  respect  to 
possible  stock  purchase  and  interchange  operations  involv¬ 
ing  National  Airlines,  Pan  American,  Panagra,  and  W.  R. 
Grace  &  Company,  did  you  review  and  are  you  personally 
familiar  with  the  financial  aspects  related  to  the  proposed 
operations  under  that  agreement?  A.  Yes,  the  financial 
aspects  as  far  as  the  operations  were  concerned  were  worked 
out  by  my  office,  and  we  did  review  the  agreement  from  the 
standpoint  of  those  parts  of  the  contract  wrhich  had  to  do 
wuth  the  operations  under  it. 

Mr.  Reynolds:  That  is  all  the  questions  I  have, 
Mr.  Examiner. 

Examiner  Bryan:  Cross-examination?  Lehman 
Brothers? 

Mr.  Henry:  Do  you  mind  if  public  counsel  goes 
ahead? 

Examiner  Bryan :  Do  you  have  any  questions? 

Mr.  Henry:  No,  I  don’t  have  any. 
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Examiner  Bryan:  Public  Counsel?  National,  do 
you  have  any? 

Mr.  Fitzgerald:  No. 

[575]  Cross  examination  by  Mr.  Simpson: 

Q.  Do  you  have  any  knowledge  of  the  circumstances 
under  w’hicli  Mr.  Robert  Lehman  was  elected  director  of 
Pan  American  Airlines?  A.  No,  I  do  not. 

Q.  Could  you  tell  me  what  twin-engine  aircraft  Pan 
American  has?  A.  We  have  about  seven  or  eight  DC-3’s 
and  18  CY-240’s. 

Q.  Do  you  have  Lockheed  Lodestars?  A.  No,  we  do  not. 
We  also  have  leased  from  the  Army  eight  or  nine  C-46’s. 
We  do  not  have  any  Lockheed  Lodestars. 

Q.  I  think  you  mentioned  Lockheed  Aircraft  earlier, 
didn ’t  you  ?  j 

Examiner  Bryan:  I  believe  that  was  Mr.  Baker, 
■wasn’t  it? 

Mr.  Simpson:  You  didn’t  mention  Lockheed  Air¬ 
craft? 

The  Witness:  I  mentioned  Lockheed  but  not  on 
two  engine  aircraft. 

By  Mr.  Simpson: 

Q.  Could  you  tell  me  when  the  DC-3’s  were  purchased? 
A.  I  think  about  1937,  may  be  1948. 

Q.  You  didn’t  take  any  part  in  the  negotiations  for  the 
purchase  of  those  aircraft?  A.  No,  I  did  not. 

Q.  Do  you  have  any  personal  knowledge  of  negotia¬ 
tions  for  the  purchase  of  the  Consolidated  Yultee  Aircraft, 

[576]  the  Convairs?  A.  Only  to  the  extent —  Let  me  gay 
this :  I  did  not  participate  in  negotiations  for  the  purchase. 
I  certainly  was  very  much  interested  in  the  contract. 

Q.  Would  you  have  any  personal  knowledge  of  whether 
Mr.  Lehman  tried  to  get  the  contract  for  Consolidated 
Yultee?  A.  No.  I  think  at  the  time  the  purchase  was  made 
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we  had  a  very  definite  need  for  replacement  of  two-engine 
aircraft.  Our  engineers,  after  full  consideration  of  the 
aircraft  types  that  were  going  to  be  available,  including 
the  Martin  202,  and  I  am  not  sure  w’hether  the  303  was  then 
on  the  boards  or  not,  came  to  the  conclusion  that  the  CV-240 
was  the  best  aircraft  for  our  operation.  It  would  be  my 
personal  feeling  that  Mr.  Lehman’s  influence  on  that  matter 
would  be  nil,  that  it  was  completely  an  engineering  opinion 
that  the  best  aircraft  to  buy  wms  the  CV-240.  I  think  it 
has  proven  itself  out. 

Q.  Would  you  have  any  way  of  knowing  whether  he 
actually  did  express  any  opinion  on  it?  A.  I  do  not  know 
whether  he  did  or  not. 

Q.  Will  you  refer  to  Exhibit  5  of  PC-224?  Do  you  know 
who  issued  the  shares  that  are  mentioned  in  A-l  there, 
27,500  shares  of  Capital  Stock  of  Pan  American  Airways 
Corporation.  A.  No,  I  do  not.  It  must  have  been  a  pri¬ 
vate  offering  of  some  private  individual  made  through 
Lehman  Brothers.  I  have  no  knowledge  of  whose  shares 
they  were.  I  would  think  the  Lehman  Brothers  could 
supply  that. 

Q.  You  are  clear  in  your  own  mind,  though,  that  it  is 
[577]  not  Pan  American?  A.  It  is  definitely  not  Pan 
American. 

Mr.  Reynolds:  Does  that  question  read:  “Not 
Pan  American’s  stock”? 

Mr.  Simpson:  Not  Pan  American’s  issue. 

The  Witness :  I  am  sure  that  is  correct. 

Mr.  Simpson :  I  wonder  if  we  could  have  Lehman 
Brothers  furnish  us  some  information  on  that,  Mr. 
Examiner,  who  it  came  from,  if  it  is  available  to 
them. 

Examiner  Bryan:  Will  that  be  provided? 

Mr.  Reynolds:  Mr.  Examiner,  I  might  point  out 
that  under  the  hearing  of  that  particular  section  of 
the  exhibit  what  Lehman  Brothers  was  requested  to 
furnish  was  public  offerings  made  at  a  time  w’hen 
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a  member  of  the  firm  of  Lehman  Brothers  was  a 
director,  but  in  which  Lehman  Brothers  neither  par¬ 
ticipated  as  manager  or  co-manager  or  one  of  the 
five  largest  underwriters.  Accordingly,  the  27,500 
shares  very  well  may  have  been  a  transaction  han¬ 
dled  by  some  other  investment  house.  I  don’t  know. 
It  may  also  have  been  handled  by  Lehman  Brothers. 
But  it  probably  would  have  fallen  under  another 
category  of  this  exhibit.  If  so,  I  regret  we  are 
unable  to  supply  information  identifying  what  it 
was. 

Mr.  Simpson :  The  reason  I  asked  Lehman  Broth¬ 
ers  for  it  was  that  they  had  knowledge  of  this  trans¬ 
action  somehow,  and  I  thought  maybe  they  would  be 
able  to  furnish  it.  j 

Mr.  Henry:  Didn’t  you  ask  one  of  the  Lehman 
Brothers’  witnesses  about  that  the  time  he  was  on 
the  stand? 

Mr.  Simpson:  I  don’t  believe  so,  no. 

[57S]  Mr.  Henry:  What  information  do;  you 
want?  i 

Mr.  Simpson :  If  it  is  in  the  record,  that  would  be 
perfectly  satisfactory,  but  I  think  the  answer  is  no. 

Examiner  Bryan:  What  information  was  it  you 
wanted?  | 

Mr.  Simpson:  The  name  of  the  person  whose 
shares  were  involved,  the  name  of  the  issuer.  It 
might  be  Pan  American  or  it  might  be  a  private  per¬ 
son.  It  probably  is  a  private  person  in  the  light  of 
Mr.  Ferguson’s  testimony. 

Examiner  Bryan:  He  has  indicated  it  wasn’t 
Pan  American.  It  might  have  been  issued  through 
a  sale  which  the  Lehman  Brothers  did  not  handle. 

Mr.  Reynolds :  That  is  right,  and  Lehman  Broth¬ 
ers  or  some  other  investment  banking  house  may 
have  handled  the  transaction. 

Mr.  Henry:  I  have  no  objection  to  seeing  if  the 
information  is  available  and  furnishing  it. 
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Mr.  Simpson:  Fine. 

Examiner  Bryan :  All  right. 

By  Mr.  Simpson : 

Q.  Mr.  Ferguson,  you  testified  about  the  1945  financing 
by  Pan  American.  Is  that  testimony  based  on  your  study 
of  the  records  or  on  your  personal  knowledge  of  the  nego¬ 
tiations  which  you  actually  engaged  in?  A.  I  did  not 
engage  in  any  of  the  negotiations. 

Q.  So  it  is  based  on  a  study  of  the  record?  A.  That  is 
correct. 

Q.  Do  you  have  any  knowledge  of  the  reasons  why  the 
financing  was  given  to  Kuhn,  Loeb  instead  of  to  Lehman 
[579]  Brothers?  A.  I  understand - 

Q.  From  your  personal  knowledge.  A.  No,  I  have  no 
personal  knowledge  of  that. 

Q.  There  were  a  number  of  meetings  held  on  the  Pan 
American-National-Panagra  agreements,  and  I  was  wonder¬ 
ing  if  you  attended  any  of  those.  A.  I  did  not. 

Q.  So  you  wouldn’t  have  any  knowledge  of  the  negotia¬ 
tions.  A.  No,  not  negotiations  with  regard  to  the  purchase 
of  stock  or  the  options  to  purchase  stock.  The  negotiations 
as  far  as  financial  arrangements  are  concerned,  as  far  as 
the  operating  portion  of  the  interchange  agreement  is  con¬ 
cerned,  I  was  definitely  included.  I  was  in  that. 

Q.  Did  you  take  any  part  in  the  negotiations  between 
Pan  American  and  American  Overseas  Airlines? 

Mr.  Reynolds:  I  assume  that  question - 

The  Witness :  I  was  consulted. 

By  Mr.  Simpson : 

Q.  By  whom  were  you  consulted?  A.  I  did  not  do  any 
of  the  negotiating. 

Q.  I  see.  By  whom  were  you  consulted,  by  somebody  in 
Pan  American?  A.  By  Mr.  Trippe. 
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Q.  Yon  weren’t  consulted  by  anybody  in  American  Over¬ 
seas?  You  didn’t  deal  with  anybody  in  American  Overseas 
or  American  Export  ?  A.  I  had  one  meeting  one  day  with 
Mr.  Hogan. 

[580]  Q.  Who  is  Mr.  Hogan?  A.  He  is  the  treasurer  of 
American  Airlines. 

Q.  Could  you  tell  me  when  that  was?  A.  I  would  say 
it  was  some  time  in  August  of  1949.  It  may  have  been  July. 
I  am  not  sure,  July  or  August. 

Q.  What  was  the  general  nature  of  the  matters  you 
discussed  there?  A.  The  general  nature  of  the  matter  was 
how  much  cash  Pan  American  could  pay  to  AO  A,  if  you 
want  to  know. 

Mr.  Simpson:  I  have  no  more  questions. 

Examiner  Bryan:  Any  redirect?  , 

Mr.  Reynolds:  I  have  no  redirect. 

Mr.  Henry:  No  questions? 

Examiner  Brvan:  Thank  you,  Mr.  Ferguson. 

(Witness  excused.) 

Mr.  Reynolds:  I  will  call  Mr.  Preston  Morris  to 
the  stand  at  this  time. 


Whereupon,  H.  Preston  Morris,  a  witness  for  and  on 
behalf  of  Pan  American  Airways,  Inc.,  having  been  first 
duly  sworn,  was  examined  and  testified  as  follows : 

I 

Direct  examination  by  Mr.  Reynolds : 

Q.  Will  you  state  your  name  and  position  for  the  record, 
please.  A.  H.  Preston  Morris,  Secretary  and  General 
Attorney  of  Pan  American  World  Airways,  Inc. 

Q.  Mr.  Morris,  how  long  have  you  been  the  secretary 
[581]  of  Pan  American?  A.  Since  October  1937. 
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Q.  How  long  have  you  been  employed  by  Pan  American  ? 
A.  Since  about  May  1929. 

Q.  Prior  to  actual  employment  by  Pan  American  what 
was  your  profession?  A.  I  was  associated  in  the  practice 
of  law  with  Mr.  Robert  Thach. 

Q.  Did  he  have  any  relationship  with  Pan  American  or 
did  you  during  that  time?  A.  Mr.  Thach  handled  legal  work 
for  Pan  American,  and  I  assisted  him  to  some  considerable 
extent. 

Q.  Since  you  have  been  secretary  of  the  company  have 
vou  regularlv  attended  meetings  of  Boards  of  Directors  of 
Pan  American  and  recorded  the  minutes  of  the  business 
transacted  at  such  meetings?  A.  I  have,  with  occasional 
absences. 

Q.  Do  you  know  Mr.  Robert  Lehman?  A.  I  do. 

Q.  For  how  long  have  you  known  him  ?  A.  I  have  known 
Mr.  Lehman  since  July  1928. 

Q.  In  the  normal  course  of  your  duties  as  secretary  of 
the  company  have  you  had  occasion  to  personally  or  under 
your  direction  cause  the  accumulation  of  data  from  ques¬ 
tionnaires  and  all  other  available  sources  for  the  purpose  of 
preparing  such  official  documents  as  proxy  statements,  vari¬ 
ous  types  of  notices  customarily  sent  to  their  stockholders 
and  directors,  and  also  prior  to  the  filing  of  the  application 
for  approval  of  an  interlocking  relationship  [582]  with 
Mr.  Robert  Lehman  with  respect  to  United  Fruit  Company 
in  this  case,  the  collection  and  assembly  of  such  data  for  the 
preparation  of  applications  for  approval  of  interlocking 
relationships  before  the  Civil  Aeronautics  Board? 

The  Witness:  Read  that  back.  There  is  one 
word  I  didn’t  get  there. 

(The  pending  question  was  read  by  the  reporter.) 

The  Witness :  I  sent  forms  of  questionnaires  to 
the  directors  requesting  certain  information  needed 
in  the  preparation  of  proxy  material  and  also  request- 
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i 

ing  certain  data  from  the  officers  of  the  company. 
With  respect  to  applications  for  approval  of  the 
interlocking  relationships  up  until  about  two  years 
ago  I  supervised  the  collection  of  data  and  prepared 
the  applications,  sometimes  consulting  with  counsel 
on  certain  points.  As  regards  the  application  of 
Mr.  Robert  Lehman  and  United  Fruit  I  had  very 
little  to  do  with  that  one.  I  may  have  furnished 
some  information  called  for.  I  don’t  remember 
specifically  what,  but  that  was  not  directly  under  my 
supervision. 

[583]  Q.  Your  present  duties  do  not  include  that  func¬ 
tion?  A.  That  is  correct. 

Q.  Mr.  Morris,  you  sponsor  Exhibits  PA-9,  PA-11,1  and 
PA-31,  is  that  correct?  A.  I  sponsor  PA-31.  With  respect 
to  PA-9  and  -11,  they  are  correct,  to  the  best  of  my  knowl¬ 
edge  and  belief.  I 

Q.  That  is,  all  three  of  them  are  correct,  to  the  best  of 
your  knowledge  and  belief?  A.  That  is  right. 

Q.  Mr.  Morris,  in  a  general  way,  what  is  Mr.  Lehman’s 
attendance  at  Pan  American’s  Board  of  Directors  meet¬ 
ings?  A.  It  varies  to  some  extent,  I  would  say  on  the 
average  of  40,  35  to  50  per  cent  of  the  meetings. 

Q.  And  how  does  that  compare  with  the  attendance  of 
other  directors  who  are  not  also  officers  and  employees  of 
Pan  American?  A.  Some  of  the  other  directors  attend 
fewer  meetings  and  some  more;  that  is,  directors  outteide 
the  company  who  are  not  officers. 

Q.  Mr.  Morris,  with  respect  to  the  1940  financing  of  Pan 
American,  which  is  referred  to  in  other  exhibits  in  this 
case,  was  the  authorization  to  conduct  negotiations  for  that 
financing  given  at  a  Board  meeting  on  September  26,  1939? 
A.  That  is  correct.  At  that  meeting,  the  Board  authorized, 
as  shown  by  the  minutes,  the  meeting  granted  authority  to 
the  management  to  conduct  and  conclude  negotiations  with 
Lehman  Brothers  and  G.  M.-P.  Murphy  on  terms  to  be 
decided  by  the  Executive  Committee.  i 
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[584]  Q.  That  is  the  meeting  reported  in  this  Exhibit 
PA-31  as  the  first  item?  A.  The  meeting  of  September  26, 
1939. 

Q.  The  exhibit  indicates  that  at  the  time  Mr.  Robert 
Lehman  did  not  vote  on  the  subject,  is  that  correct?  A. 
That  is  correct. 

Q.  It  also  indicates  a  Mr.  McDonald  did  not  vote.  Who 
is  he?  A.  At  the  time,  Mr.  McDonald  was  a  partner  of 
G.M.-P.  Murphy  &  Company. 

Q.  That  is  an  investment  banking  firm?  A.  It  is  an 
investment  banking  firm. 

Q.  Do  you  know  the  reason  why  those  individuals, 
Messrs.  Lehman  and  McDonald,  did  not  vote?  A.  This  was 
an  authorization  to  the  officers  to  conduct  negotiations  with 
their  firms  and,  therefore,  it  is  appropriate  that  they  be 
recorded  as  not  voting. 

Q.  Could  you  say,  as  a  matter  of  general  custom,  that 
Mr.  Lehman  does  not  participate  when  present  with  respect 
to  matters  which  relate  to  financing  arrangements ;  that  is, 
the  authorization  to  directors  to  take  certain  action  on 
financing  matters?  A.  I  would  say  that  that  is  correct, 
so  far  as  stock  offerings.  It  might  be  different  in  connec¬ 
tion  with  bank  loans,  they  might  vote. 

Q.  Do  you  recall  any  specific  case?  A.  No,  I  don’t 
recall  any  specific  case,  he  might  or  might  not. 

Q.  Now,  the  record  with  respect  to  the  1945  financing, 
[585]  as  I  understand  it,  is  also  included  in  Exhibit  PA-31, 
which  you  have  sponsored,  so  I  will  omit  any  questions  on 
that,  but  I  wish  now  to  refer  to  the  purchase  of  Consoli- 
dated-Vultee,  CV-240  aircraft  by  Pan-American. 

First  I  will  ask  you  if  that  matter  was  considered  at 
various  meetings  during  April,  May,  and  June  of  1946, 
and  whether  in  such  meetings  Mr.  Lehman  was  present  or, 
if  present,  whether  he  voted.  A.  I  recall  it  came  up  at 
two  meetings,  April  1946  and  July  of  1946,  from  both  of 
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which  meetings  he  was  absent.  I  don’t  recall  the  other 
meetings  now. 

Q.  With  respect  to  the  proposed  interchanging  arrange¬ 
ment  with  National  Airlines,  on  what  date  was  the  original 
memorandum  of  understanding,  the  one  dated  March  30, 
1949,  approved?  A.  The  day  of  the  meeting? 

Q.  Yes.  Do  you  have  a  record  with  you?  A.  I  think 
I  have  a  note.  April  5,  1949. 

Q.  What  was  Mr.  Lehman’s  action,  if  any?  A.  He 
requested  that  he  be  recorded  as  not  voting  in  view  of  the 
fact  that  his  firm  had  acted  as  underwriter  on  various  stock 
offerings  of  National  Airlines. 

Q.  When  did  the  American  Overseas  merger  agreetnent 
first  come  before  Pan  American’s  Board,  the  purchase 
agreement?  A.  I  don’t  know  the  exact  date.  I  know  it 
came  up  at  a  meeting  of  December  7,  1948  from  which  Mr. 
Lehman  was  absent. 

Q.  Was  the  agreement  approved  at  a  meeting  of — 
[586]  A.  That  was  authority  to  the  officers,  in  their  discre¬ 
tion,  to  sign  an  agreement  with  the  American  Overseas. 
The  actual  agreement  was  ratified  at  a  meeting  of  the 
board  on  January  4,  1949. 

Q.  At  that  time  Mr.  Lehman  was  present  or  absent? 
A.  Mr.  Lehman  was  absent  from  that  meeting. 

Q.  Has  Mr.  Lehman  ever  brought  with  him  to  a  Pan 
American  Board  meeting  any  other  partner  or  member  of 
the  Lehman  Brothers  firm?  A.  Not  that  I  know  of.  I  don’t 
recall  it.  ! 

Q.  In  those  cases  in  which  he  was  absent  from  the  Pan 
American  Board  meetings,  did  he  ever  send  an  alternate 
or  representative?  A.  Not  that  I  know  of. 

Q.  How  frequently  have  you  been  absent  from  Pan 
American  board  meetings  over  the  past  many  years?  A. 
Offhand,  I  would  say  two  or  three  times  from  board  meet¬ 
ings.  Executive  Committee  meeting  maybe  more,  eight  or 
ten. 
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Q.  Except  for  those  infrequent  absences,  you  would  be 
in  a  position  to  know,  by  reason  of  your  own  attendance, 
whether  Mr.  Lehman  ever  sent  an  alternate  from  the 
Lehman  Brothers  Company?  A.  That  is  correct. 

Mr.  Reynolds :  That  is  all. 

Examiner  Bryan:  National? 

Mr.  Fitzgerald:  No. 

Examiner  Bryan:  Lehman  Brothers? 

[587]  Cross  examination  by  Mr.  Henry: 

Q.  Mr.  Morris,  did  you  hear  Mr.  Lehman  advocate  or 
suggest  the  purchase  by  Pan  American  of  aircraft  from 
any  particular  company?  A.  Not  that  I  recall  offhand. 

Mr.  Henry:  No  further  questions. 

Examiner  Bryan:  Public  Counsel? 

Cross  examination  by  Mr.  Simpson: 

Q.  Mr.  Morris,  do  you  have  personal  knowledge  of  the 
circumstances  under  which  Mr.  Lehman  was  elected  a 
director  of  Pan  American?  A.  No,  I  do  not. 

Q.  You  stated  that,  as  a  general  rule,  Mr.  Lehman 
doesn’t  participate  in  discussions  as  to  stock  financing. 
Do  you  mean  that  he  doesn’t  vote?  A.  Participate  in 
the  discussions? 

Q.  Participate  in  the  discussions  but  he  doesn’t  vote. 
A.  He  generally  requests  that  he  be  recorded  as  not  voting 
except,  as  I  mentioned  before,  with  respect  to  bank  financ¬ 
ing,  I  am  not  quite  so  clear  on  that  point. 

Q.  Do  you  have  any  personal  knowledge  of  the  reasons 
why  Kuhn  Loeb  got  the  Pan  American  financing  of  1945 
instead  of  Lehman  Brothers?  A.  Instead  of  what? 

Q.  Instead  of  Lehman  Brothers.  A.  The  minutes, 
PA-31 - 
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Q.  All  you  know  is  in  the  minutes  which  we  have  in 
[588]  evidence,  is  that  correct?  A.  This  question  is  why 
Kuhn  Loeb  got  it  instead  of  Lehman  Brothers? 

Q.  What  I  wanted  to  know  is  if  you  had  any  personal 
knowledge  that  you  could  add  to  the  minutes,  j  The 
minutes  are  in  the  record.  A.  No,  I  have  no  other  knowl¬ 
edge  other  than  the  minutes.  Your  question  is  why  Leh¬ 
man  Brothers  did  not  submit  a  bid? 

Q.  Yes.  A.  That,  I  do  not  know.  s 

Q.  Do  you  have  any  knowledge  of  the  Pan  American 
negotiations  with  Lehman  Brothers  on  this  subject?  You 
didn ’t  participate  in  those ?  A.  Which  subject? 

Q.  On  the  1945  financing.  A.  As  I  say,  I  can’t  recall 
of  anv  information  but  what  is  referred  to  in  PA-31. 

Q.  Did  you  take  any  part  in  the  Pan  American-National 
and  Panagra  agreements  which  are  now  before  the  Board? 
Did  you  take  any  part  in  the  negotiations?  A.  No,  except 
the  board  meetings,  what  the  minutes  say  with  respect 
to  those. 

Q.  Did  you  take  any  part  in  the  negotiations  with 
American  Overseas  Airlines?  A.  No,  I  did  not.  I  was 
at  board  meetings,  and  also  to  sign  the  agreement  as 
secretary  in  both  cases.  ! 

Q.  Did  the  agreements  of  May  11  with  National  come 
before  the  board  of  directors  of  Pan  American?  [589]  A. 
What  year  is  that? 

Q.  May  11,  1949.  That  was  the  first  agreement  which 
they  made  with  National  Airlines  before  the  final  agreement 
was  signed. 

Mr.  Fitzgerald:  That  is  the  final  agreement. 
By  Mr.  Kennedy: 

Q.  Excuse  me,  May  11  was  the  final  agreement.  A. 
On  June  7,  1949,  the  Board  ratified  various  agreements. 
I  haven ’t  got  the  complete  description  of  the  Pan  American- 
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Grace  agreement  with  National  Airlines  and  optional 
agreements  with  National  Airlines  and  an  agreement  with 
W.  R.  Grace  &  Company. 

By  Mr.  Simpson: 

Q.  Do  your  notes  show  that  Mr.  Lehman  was  present? 
A.  He  was  absent. 

Q.  Mr.  Morris,  you  testified  that  there  were  two  meet¬ 
ings  at  which  the  Convair  contracts  were  discussed.  Is 
that  based  on  a  check  of  your  records  or  is  that  based  on 
your  personal  knowledge?  A.  That  is  taken  from  a  check 
of  the  records. 

Q.  That  you  made  before  the  hearing?  A.  That  is 
right,  a  board  meeting  of  April  2,  1946  from  which  Mr. 
Lehman  was  absent,  and  a  board  meeting  of  July  2,  1946 
from  which  Mr.  Lehman  was  absent. 

Q.  And  your  check  discloses  there  are  no  other  meetings 
at  which  they —  A.  I  don’t  think  so.  As  to  making  it 
definite,  I  can  check. 

Q.  1  ou  checked  it  once.  A.  I  thought  I  was  fairly  sure. 

[590]  Mr.  Henry:  You  don’t  think  there  were 
any? 

The  Witness:  I  don’t  think  so.  There  may  have 
been  some  meetings  of  the  Executive  Committee,  but 
of  course  I  am  talking  about  board  meetings. 

Mr.  Simpson :  That  is  sufficient. 

By  Mr.  Simpson: 

Q.  Do  you  know  the  period  during  which  Mr.  Lehman 
was  a  member  of  the  Executive  Committee  ?  A.  I  think  that 
is  mentioned  in  PA-11,  in  the  third  paragraph  of  the  quoted 
portion. 

Q.  He  hasn’t  been  a  member  of  the  Executive  Committee 
any  time  since  1939?  A.  No,  he  has  not. 

Mr.  Simpson :  That  is  all  I  have,  Mr.  Examiner. 
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Examiner  Bryan:  Redirect? 

Mr.  Reynolds :  No  redirect. 

Examiner  Bryan:  Any  further  questions? 

Mr.  Henry:  No  questions. 

Examiner  Bryan :  Thank  you. 

(Witness  excused.) 

Mr.  Reynolds:  Mr.  Examiner,  with  respect  to  Exhibit 
PA-10,  paragraph  (e),  under  II,  refers  to  the  charter 
arrangement  between  Pan  American  and  National  Airlines 
and  is  concluded  with  the  sentence : 

“The  approval  has  not  been  extended,”  i 

which,  of  course,  is  true  on  the  day  the  exhibits  were  pre¬ 
pared.  I  have  assumed  that  official  notice  can  be  taken  of 
the  subsequent  Board  order  reapproving  the  arrangement 
and  relieving  the  conditions  that  were  attached  to  the 
original  [591]  approval  without  the  necessity  for  testimony 
on  that  subject. 

Examiner  Bryan :  Official  notice  of  that  is  taken. 

Mr.  Kennedy:  Mr.  Examiner,  on  the  subject  of  official 
notice,  there  has  been  a  great  deal  of  testimony  here  about 
the  agreements  between  Pan  American  and  Overseas  and 
between  Pan  American  and  National.  I  would  like  to  ask 
that  the  Examiner  take  official  notice  of  the  applications  on 
file  in  Docket  3500  and  Docket  3589  et  al,  which  applications 
have  appended  to  them  the  agreements  which  have  been 
referred  to  in  the  course  of  testimony. 

Mr.  Reynolds:  I  join  in  that  request. 

Examiner  Bryan:  All  right. 

Mr.  Reynold :  I  didn’t  get  to  finish  that.  That  completes 
Pan  American’s  presentation,  and  at  this  time  I  would  like 
to  offer  in  evidence  the  exhibits  previously  identified  as 
PA-1  through  PA-11,  inclusive,  and  PA-20  and  PA-31 
including  the  supplemental  PA-21-A  that  was  identified  by 
Mr.  Carpenter. 

Examiner  Bryan:  Any  objections?  If  not,  they  will  be 
received. 
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(The  documents  referred  to  marked  Exhibits 
PA-1  through  11,  inclusive;  PA-20  through  PA-31, 
inclusive,  including  Supplemental  PA-21-A,  were 
received  in  evidence.) 

Mr.  Reynolds:  I  have  offered  the  material  in  Exhibit 
PA-5,  having  to  do  wdth  arrangements  or  business  with  Air 
Express  International  Agency  only  in  view  of  the  Exam¬ 
iner  ’s  ruling  that  he  would  allow  information  to  come  in  on 
that  subject  in  connection  with  Public  CounsePs  exhibits, 
but  still  with  the  understanding  that  there  is  a  [592]  ques¬ 
tion  as  to  whether  or  not  that  is  any  longer  relevant  in  this 
proceeding. 

Examiner  Bryan:  All  right.  Anything  further? 

Mr.  Henry:  You  mean  prior  to  adjournment? 

Examiner  Bryan :  Yes. 

Mr.  Henry:  Mr.  Examiner,  there  is  in  this  proceeding 
beyond  any  question  an  interlocking  relationship  as  far  as 
Robert  Lehman  directorates  are  concerned  on  Pan  Amer¬ 
ican,  and  American  Cable  and  Radio  Company,  and  on 
United  Fruits. 

Now,  Mr.  Lehman  holds  a  directorate  on  each  of  those 
three  companies  so  that  there  can  be  no  dispute  on  that. 

Also,  Mr.  Thomas  holds  a  directorate  on  National  Air¬ 
lines,  and  American  Export.  That  is  clearly  under  the 
statutes  an  interlocking  directorate  in  so  far  as  Mr.  Thomas 
is  concerned. 

Now,  Public  Counsel  takes  the  position  that  there  are 
in  addition  to  these  indisputable  interlocking  directorates 
several  other  interlocking  directorates  by  virtue  of  the 
Lehman  Brothers  partnership  and  methods  of  operation 
of  that  partnership. 

Examiner  Bryan:  Have  you  taken  that  position? 

Mr.  Kennedy:  No.  I  was  going  to  wait  until  Mr.  Henry 
finished. 

We  have  not  taken  that  position.  We  have  taken  the 
position  of  inquiring  into  it. 
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Mr.  Henry:  That  is  the  issue  which  is  injected  into  this 
proceeding  by  Public  Counsel.  We  have,  from  the  outset, 
denied  that  there  is  any  such  issue  in  the  proceeding;  that 

[593]  there  are  no  interlocking  directorates  of  that  nature. 

Mr.  Kennedy:  Mr.  Examiner,  I  think  the  record  again 

ought  to  show  that  Mr.  Henry  is  completely  inaccurate  on 
that  subject.  No  issue  has  been  injected  into  this  proceed¬ 
ing  by  Public  Counsel  and  no  issue  can  be.  The  issues  in 
the  proceeding  are  defined  by  the  applications  and  bjr  the 
order  of  the  Board.  I  think  the  record  ought  to  be  clear 
on  that. 

Examiner  Bryan :  I  think  the  record  is  clear  on  that. 

Mr.  Henry:  I  take  it  Public  Counsel’s  evidence  is 
designed,  as  have  been  all  of  his  arguments,  to  support  that 
position. 

Mr.  Kennedy:  Mr.  Henry  is  for  the  third  time  incorrect. 
Public  Counsel’s  arguments  and  testimony  has  been 
designed  to  show  what  material  the  Board  should  consider 
on  the  question  of  whether  or  not  there  are  interlocking 
relationships. 

Mr.  Reynolds :  In  other  words,  the  only  difference,  as  I 
see  it,  is  that  Public  Counsel  has  no  position  at  this  time  in 
the  case. 

Examiner  Bryan:  That  is  correct. 

Mr.  Kennedy:  That  he  has  taken  no  position  in  the  case 
up  to  this  point. 

Mr.  Henry :  In  any  event,  Mr.  Examiner,  the  record  is 
now  complete  as  to  the  specific  interlocking  relationships 
which  I  mention.  I  think  the  record  fully  supports  that 
approval  of  those  by  the  Board  is  in  the  public  interest.  I 
think  the  record  is  completely  devoid  of  any  evidence  which 
shows  that  there  are  any  other  interlocking  relationships 

[594]  that  exist.  It  is  requisite  on  you  and  on  the  Board 
that  any  findings  of  fact  must  be  founded  on  substantial 
evidence.  I  think  there  is  not  only  a  complete  lack  of  sub¬ 
stantial  evidence,  I  don’t  think  there  is  even  what  you  might 
call  a  scintilla  of  evidence  to  support  such  a  finding,  and  I 
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want  to  move  at  this  time  that  you,  here  on  the  record,  make 
a  finding  that  the  specific  interlocking  relationships  which 
I  mentioned  are  in  the  public  interest  and  recommend  that 
the  Board  immediately  approve  those  and  that  you  further 
make  a  finding  that  the  record  in  no  way  supports  a  finding 
that  there  are  any  other  interlocking  relationships. 

Mr.  Reynolds:  Mr.  Examiner,  I  have  just  one  question 
about  the  details  that  Mr.  Henry  outlined. 

He  mentioned  an  interlocking  relationship  apparently 
ascribed  to  Robert  Lehman  alone  between  Pan  American 
and  American — what  was  it? 

Mr.  Henry:  — Cable  and  Radio  Company. 

Mr.  Reynolds:  I  am  not  aware  that  there  is  any  such 
relationship  before  us  in  this  proceeding.  There  originally 
was  with  the  operating  company,  Commercial  Pacific  Cable 
Company,  and  that  interlocking  disappeared  from  the  case 
and  was  long  since  dismissed. 

The  only  application  with  respect  to  Mr.  Lehman  is  for 
approval  of  the  interlocking  relationship  by  reason  of  his 
being  a  director  of  Pan  American  and  also  seeking  to  be 
a  director,  with  Board  approval,  of  United  Fruit  Company. 

Subject  to  that  one  correction, - 

Mr.  Henry:  That  is  correct,  Mr.  Examiner. 

[595]  Mr.  Reynolds:  — Pan  American  joins  in  the 
motion  made  by  counsel  for  Lehman  Brothers  and  partic¬ 
ularly  with  respect  to  the  Examiner  making  a  finding  upon 
the  basis  of  the  record  and  reporting  the  same  to  the  Board 
as  to  there  being  no  evidence  to  sustain  any  representative 
or  nominee  relationship  between  Mr.  Robert  Lehman  and 
any  other  partner  of  Lehman  Brothers’  firm. 

Examiner  Bryan :  Of  course,  in  that  respect,  I  will  give 
you  an  opportunity  to  reply  to  that,  Mr.  Kennedy. 

The  question  remains,  which  hasn’t  been  covered  at  all, 
whether  they  are  as  a  matter  of  law  representatives. 

Mr.  Henry:  My  motion  only  goes,  Mr.  Examiner,  to 
the  question  of  whether  there  are  interlocking  relationships 
as  a  matter  of  fact. 
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The  issue  as  to  whether  there  are,  as  a  matter  of  law, 
can  be  and  should  be  obviously  treated  on  brief.  It  would 
have  to  be  treated  on  brief  anyway. 

My  motion  goes  only  to  those  which  are  possibly  created 
as  a  matter  of  fact.  I  think  there  is  no  evidence,  certainly 
no  substantial  evidence,  in  the  record  which  would  support 
that  position  at  all  that  there  are  such  interlocking  rela¬ 
tionships. 

Mr.  Reynolds:  Mr.  Examiner,  on  that  legal  question,  I 
think  our  positions  are  clear,  although  I  don’t  recall 
whether  it  was  specifically  recorded  at  the  prehearing  con¬ 
ference  or  not,  but  certainly  the  various  motions  made  by 
counsel  for  Lehman  Brothers,  according  to  those,  it  was 
clear  that  they  have  contended  that  there  is  no  interlocking 
which  can  be  imposed  merely  as  a  matter  of  law  and  with¬ 
out  [596]  inquiring  into  the  facts,  and  Pan  American  has 
agreed  with  that  position  on  the  legal  question.  However, 
if  there  were  any  doubt  about  it,  we  would  suggest  that  at 
best  all  that  could  rise  from  the  face  of  the  statutq  and 
the  relationship  would  be  a  rebuttable  presumption,  and 
that  in  this  case  any  such  presumption  has  been  completely 
rebutted  by  all  of  the  direct  evidence  that  is  material  and 
bearing  on  the  subject.  Therefore,  both  from  the  stand¬ 
point  of  the  legal  and  the  factual  question,  the  Examiner 
is  in  a  position  to  make  a  finding  on  the  basis  of  this  record. 

Examiner  Bryan:  Mr.  Kennedy? 

Mr.  Kennedy:  Mr.  Examiner,  the  questions  which 
counsel  for  the  Lehman  partners  and  counsel  fori  Pan 
American  have  raised  seem  to  me  somewhat  more  :  com¬ 
plicated  than  what  they  have  suggested.  It  seems  to  me 
impossible  at  this  stage  to  determine,  merely  on  the  basis 
of  our  oral  recollection  of  the  testimony  and  such  impres¬ 
sions  as  may  have  been  gained  in  passing  from  the  exhibits, 
that  there  is  no  evidence  in  this  record  to  sustain  the  finding 
of  representative  or  nominee  relationship.  It  seems  to  me 
that  the  appropriate  course  for  the  Examiner  to  pursue 
is  the  conventional  one,  to  defer  action  on  the  motions  made 
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by  counsel  for  the  Lehman  partners  and  counsel  for  Pan 
American  until  such  time  as  briefs  to  him  have  been  filed 
and  he  has  submitted  his  Examiner’s  report. 

Examiner  Bryan:  The  most  I  could  do  would  be  to 
make  an  Examiner’s  report  on  the  record  and  I  don’t 
believe  I  am  in  a  position  to  do  that  right  now,  so  I  think 
I  will  have  [597]  to  call  for  briefs  in  the  normal  course. 

Mr.  Reynolds :  Among  other  things,  we  had  some  desire 
of  shortening  the  nature  of  the  Board’s  proceeding  and  the 
complications  and  the  additional  time  and  expense  involved 
in  the  normal  procedure,  first  briefs  to  the  Examiner,  then 
the  Examiner’s  report,  and  then  additional  briefs  or  at 
least  partial  briefs,  and  then  oral  argument  to  the  Board. 

Examiner  Bryan:  You  can’t  tell,  maybe  you  won’t 
require  that. 

Mr.  Reynolds:  If  we  can  dispense  with  some  of  those, 
it  would  be  better  for  all  concerned. 

Examiner  Bryan:  I  think  the  only  way  I  could  do  it 
would  be  to  render  an  oral  examiner’s  report  and  all  the 
evidence  isn’t  in  yet.  We  will  have  to  have  that  received. 

Mr.  Henry:  Mr.  Examiner,  the  evidence  that  is  still 
outstanding  is  certainly  not  disputed  evidence.  In  fact, 
none  of  the  evidence  that  has  been  received  in  evidence  is 
disputed  as  to  the  facts  contained  in  that.  I  don't  think 
you  could  conceivably  have  a  more  clear-cut  case  of  where 
it  would  be  impossible  to  sustain  a  finding  that  there  are 
any  other  interlocking  relationships. 

Examiner  Bryan:  Well,  I  will  have  to  go  over  all  these 
exhibits.  There  are  a  lot  of  exhibits.  I  haven’t  read  these 
things  and  I  haven’t  read  these. 

I  can’t  make  a  finding  until  I  go  through  those  exhibits. 

Mr.  Reynolds:  Would  you  be  in  favor  of  dispensing 
with  the  question  of  briefs  to  the  Examiner  until  you  had 
that  opportunitv  and  give  us  advice  as  to  whether  vou  feel 
[598]  they  are  necessary? 

Examiner  Bryan :  I  think  we  should  have  a  brief  on  the 
legal  question,  at  any  rate. 
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Mr.  Reynolds :  On  the  legal  question. 

Mr.  Kennedy:  Mr.  Examiner,  we  certainly  would  like 
to  reserve  the  right  to  file  a  brief  to  you  on  the  factual 
question. 

Examiner  Bryan :  Anybody  reserves  that  right  and  can 
so  file.  | 

Mr.  Henry:  We  would  like  to  reserve  that  right,  too, 
but  I  think  if  the  Examiner,  after  reviewing  the  evidence 
which  has  been  submitted,  feels  that  on  the  basis  of  the 
evidence  he  would  have  no  choice  because  of  the  complete 
lack  of  evidence  on  this  question  of  additional  interlocking 
relationships,  we  would  like  to  have - 

Examiner  Bryan :  If  any  party  wishes  to  file  a  brief  in 
regard  to  that,  they  are  entitled  to  that  opportunity. 

Mr.  Reynolds:  I  think  it  is  quite  obvious  if  anybody 
files  briefs  we  all  have  to  just  cover  the  waterfront  and 
we  are  just  trying  to  dispense  with  the  necessity  for  it. 

Examiner  Bryan:  Unless  you  can  work  out  a  stipula¬ 
tion  between  you.  ! 

Off  the  record,  please.  I 

(Discussion  off  the  record.) 


Examiner  Brvan:  On  the  record. 

When  can  we  get  in  these  supplemental  exhibits? 

Mr.  Kennedy:  Mr.  Examiner,  I  can’t  give  you  a  definite 
commitment  on  the  data  as  to  stock  ownership  of  Consoli¬ 
dated  Vultee  and  Pan  American  that  I  propose  to  offer 
[599]  because  I  can’t  tell  just  when  the  material  will  come 
in  from  the  brokerage  houses  to  whom  subpoena  has  been 
issued. 


Mr.  Henry:  Have  you  gotten  anything  from  them,  any 
reply?  i 

Mr.  Kennedy:  No,  we  have  not  as  yet. 

Examiner  Bryan:  I  received  a  communication  over  the 
phone  from,  I  believe  it  was,  Merrill  Lynch,  Pierce,  Fenner 


&  Beane,  saying  they  couldn ’t  get  it  in  by  Friday,  but  that 


they  are  working  on  it  and  would  submit  it. 
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Mr.  Reynolds:  As  I  understand,  that  subpoena  was  in 
the  normal  subpoena  duces  tecum  form. 

Mr.  Kennedy :  I  wrote  a  letter  to  each  party  subpoenaed, 
saying  we  would  accept  a  list. 

Examiner  Bryan :  That  should  be  in  within  a  couple  of 
weeks,  don’t  you  think? 

Mr.  Kennedv:  I  would  assume  so.  The  return  date  on 
•/ 

the  subpoena  is  December  15,  and  that  may  be  a  little  short. 

Mr.  Henrv:  The  information  which  we  had  been 
requested  to  supply  and  which  we  can  supply,  I  would 
think,  would  be  supplied  within  ten  days  from  today. 

Examiner  Bryan :  All  right. 

Does  everybody  feel  that  they  can  get  the  information 
in  within  ten  days  to  two  weeks? 

Mr.  Reynolds:  The  only  information  that  we  have  to 
supply,  as  I  understand  it,  is,  of  course,  that  secondary 
intermediary  through  United  Fruit  to  get  the  British  com¬ 
pany.  We  will  get  that  in  as  soon  as  we  get  it  from  them. 
I  assume  it  will  be  within  two  weeks. 

Examiner  Bryan:  January  29  for  briefs. 

[600]  Anything  further? 

Mr.  Kennedy:  Mr.  Examiner,  Mr.  Henry  referred  a 
short  time  ago  to  an  interlocking  between  Pan  American 
World  Airways,  Inc.  and  American  Cable  and  Radio  Cor¬ 
poration  which  existed  or  might  exist  by  reason  of  the  fact 
that  Mr.  Robert  Lehman  is  a  director  of  both  companies.  I 
just  would  like  to  make  a  brief  statement  about  that  situa¬ 
tion. 

As  I  understand  it,  American  Cable  and  Radio  Corpora¬ 
tion  is  not  an  operating  company  but  is  a  holding  company 
which  controls  several  operating  common  carriers.  The 
question  of  the  application  of  Section  409  to  a  company  of 
that  sort  has  not,  so  far  as  I  know,  been  decided  by  the 
Board.  We  have  not  undertaken  to  trv  that  issue  in  this 
proceeding  because  we  felt  it  was  beyond  the  scope  of  the 
issues  raised  by  the  Board’s  order  and  would  unduly  com¬ 
plicate  the  case.  However,  I  would  like  the  record  to  show 
that  our  failure  to  explore  this  matter  should  not  be  taken 
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as  indicating  any  view  on  our  part  as  to  whether  or  not  an 
interlocking  relationship  may  exist  between  Pan  American 
World  Airways,  Inc.  and  American  Cable  and  Radio  Cor¬ 
poration. 

Mr.  Reynolds:  Mr.  Examiner,  along  that  same  line, 
when  Mr.  Lehman  was  a  director  of  an  operating  company, 
the  application  was  filed.  When  he  was  no  longer  a  direc¬ 
tor,  it  was  dimissed.  We  find  ourselves  in  the  same  posi¬ 
tion.  I  am  not  aware  exactly  what  the  nature  of  the  com¬ 
pany  is,  but  in  the  same  position  on  that  that  we  originally 
were  with  respect  to  United  Fruit  when  we  had  understood 
United  Fruit  was  not  an  operating  company. 

[601]  Our  position  in  not  having  filed  an  application,  1 
assume,  is  certainly  in  no  way  intended  to  be  prejudiced  or 
criticized  by  Mr.  Kennedy’s  failing  to  take  a  position  on  the 
subject,  too.  We  just  haven’t  been  able  to  read  the  statute 
to  cover  that  kind  of  situation.  But  if  the  Board’s  staff 
concerned  with  such  matters  does  advise  us  that  the  situa¬ 
tion  there  is  one  in  which  we  should  have  an  approval;  of 
course  Pan  American  would,  wherever  necessary,  file  the 
necessary  papers.  j 

Mr.  Henry:  The  same  is  true  for  Lehman  Brothers. 

Mr.  Kennedy:  I  think  Mr.  Reynolds  is  perfectly  cor¬ 
rect,  Mr.  Examiner,  no  criticism  is  intended  of  Pan  Ameri¬ 
can  nor  is  any  criticism  intended  of  Mr.  Robert  Lehman. 
The  problem  is  there,  however,  and  it  may  be  that  the  Board 
or  its  staff  will  find  it  appropriate  to  go  into  the  matter 
further  in  another  proceeding. 

Examiner  Bryan :  All  right,  it  won’t  be  considered  here. 

Mr.  Henry :  Mr.  Robert  Lehman  has  acted  on  the 
assumption  that  no  approval  is  required. 

Examiner  Bryan:  Anything  further? 

Mr.  Kennedy:  Mr.  Examiner,  yesterday  there  wafe  a 
discussion  the  conclusion  of  which  was  that  the  Lehman 
Brothers  would  undertake  to  verify  the  authenticity  of  the 
documents  set  forth  in  Section  6  of  Public  Counsel’s 
exhibits,  and  counsel  for  the  Lehman  partners  undertook  to 
check  those  documents  as  to  authenticity  by  examination 
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of  the  Lehman  files.  Public  Counsel  would  like  to  reserve 
the  right  to  authenticate  such  documents  as  counsel  for 
[602]  the  Lehman  partners  is  unable  to  verify  by  examina¬ 
tion  of  those  files. 

Also,  there  was  discussion  on  the  record  on  the  subject 
of  Exhibit  PC-210,  in  the  course  of  which  it  wras  requested 
of  Public  Counsel  that  we  make  available  to  other  counsel 
the  minutes  of  Capital  Airlines,  portions  of  which  were 
reproduced  as  Exhibit  PC-210. 

We  would  like  the  record  to  show  that  we  have  made 
those  minutes  of  Capital  Airlines  in  their  entirety  available 
to  other  counsel  for  examination  by  them  with  the  consent 
of  the  counsel  for  Capital  Airlines. 

Mr.  Henry:  Mr.  Examiner,  as  to  those  exhibits  which 
Lehman  Brothers  was  to  check  and  see  if  they  had  copies 
in  the  files,  I  take  it  that  Mr.  Seligman’s  objection  to  those 
exhibits  as  to  relevancy  still  stands,  of  course.  As  to  some 
of  those  he  objected  on  the  basis  of  relevancy. 

Examiner  Bryan:  That  is  right. 

Mr.  Henry:  We  don’t  waive  those  objections. 

Examiner  Bryan:  Of  course  not.  For  those  exhibits 
found  irrelevant,  of  course  there  will  be  no  occasion  for 
Public  Counsel  to  establish  their  authenticity  . 

Mr.  Henry:  When  will  you  rule  as  to  relevancy? 

Examiner  Bryan :  In  a  couple  of  days  after  receiving  a 
copy  of  the  transcript. 

Mr.  Reynolds:  I  assume  that  same  treatment  goes  to 
all  the  other  objections  on  the  other  grounds,  including  the 
third  party  hearsay  evidence  and  lack  of  opportunity  to 
cross-examine,  and  so  on  ? 

Examiner  Bryan :  That  is  right. 

[603]  Is  there  anything  further? 

If  not,  the  hearing  is  concluded  and  the  record  will  be 
held  open  for  the  receipt  of  additional  evidence. 

(Whereupon,  at  4.T0  o’clock  p.m.,  Wednesday,  Decem¬ 
ber  13,  1950,  the  hearing  in  the  above-entitled  matter  was 
closed.) 
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[167]  United  States  of  America 
CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 


In  the  Matter  j 

of  ( 

)  Docket  No.  3605. 

Lehman  Brothers  Interlocking  1 
Relationship  Case.  1 


Room  W-450,  Statler  Hotel, 
Washington,  D.  C., 

Wednesday,  November  15,  1950. 

Deposition  of  John  D.  Hertz,  taken  at  11:15  o’clock 
a.  in.,  before  Herbert  K.  Bryan,  Examiner.  • 

Appearances : 

William  F.  Kennedy  and  John  W.  Simpson, 

Public  Counsel. 

j 

Eustace  Seligman,  48  Wall  Street,  New  York  City, 
and  Victor  Netterville,  904  Kass  Building,  Wash¬ 
ington,  D.  C.,  appearing  on  behalf  of  Lehman 
Brothers. 

John  Hartshorn,  appearing  on  behalf  of  National 
Airlines. 

C.  Edward  Leasure,  1625  K  Street,  N.  W.,  Washington, 
D.  C.,  appearing  on  behalf  of  Continental  Airlines. 

[169]  PROCEEDINGS 

Examiner  Bryan :  This  time  and  place  have  been  desig¬ 
nated  for  the  taking  of  the  deposition  of  Mr.  John  D.  Hertz, 
of  Lehman  Brothers. 

Will  you  raise  your  right  hand  and  be  sworn,  Mr.  Hertz? 
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Thereupon  John  D.  Hertz  was  called  as  a  witness  and, 
having  been  first  duly  sworn,  was  examined  and  testified  as 
follows : 

Direct  examination  by  Mr.  Kennedy: 

Q.  Mr.  Hertz,  will  you  state  your  full  name,  please?  A. 
Mr.  John  D.  Hertz. 

Q.  And  you  are  a  member  of  the  firm  of  Lehman 
Brothers?  A.  I  am. 

Q.  When  did  you  become  a  member  of  that  firm?  A. 
About  1934. 

Q.  Were  you  associated  with  Lehman  Brothers  prior  to 
that  time?  A.  No. 

Q.  Your  first  association  was  as  a  member  of  the  firm? 
A.  What  do  you  mean  by  association? 

Q.  I  mean  you  weren’t  in  the  employ  of  Lehman 
Brothers,  were  you?  A.  No. 

Q.  So  that  your  answer  is  that  your  first  associa-  [170] 
tion  in  the  sense  of  employment  or  stable  connection  with 
Lehman  Brothers  was  as  a  member  of  the  firm?  A.  That 
is  right. 

Q.  Am  I  correct  in  my  understanding  that  you  became 
a  director  of  Consolidated  Aircraft  Corporation  in  March, 
1943?  A.  When? 

Q.  March  1943. 

Let  me  withdraw  that  question.  I  am  sorry.  I  am 
getting  the  two  companies  a  little  mixed  up. 

You  became  a  director  of  Consolidated  Aircraft  Corpo¬ 
ration  on  March  17,  1937?  A.  That  was  in  ’37  sometime. 

Q.  And  you  became  a  director  of  Consolidated  Vultee 
Aircraft  Corporation  on  March  17,  1943;  is  that  correct? 
A.  I  don’t  remember  those  dates. 

Mr.  Seligman:  That  is  correct.  We  concede  it. 
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Q.  Was  the  occasion  of  your  becoming  director  of  Con¬ 
solidated  Vultee  Aircraft  Corporation  the  formation  of  the 
merged  company?  Did  you  become  a  director  upon  comple¬ 
tion  of  the  merger?  A.  No.  I  was  a  director  of  the  Consol¬ 
idated  Company  before  the  merger  of  the  Vultee  Company. 

Q.  Then  upon  the  completion  of  the  merger  you  imme¬ 
diately  became  a  director  of  Consolidated  Vultee  Aircraft 
Corporation?  A.  Yes. 

[171]  Q.  Were  you  a  director  of  Consolidated  Air¬ 
craft  Corporation  continuously  from  March  1937  to  March 
1943?  A.  Yes. 

Q.  There  was  no  interruption  in  your  tenure  on  the 
board  of  directors  of  Consolidated?  A.  Not  that  I  remem¬ 
ber. 

Q.  Was  any  other  member  of  the  firm  of  Lehman 
Brothers  a  director  of  Consolidated  Aircraft  Corpora¬ 
tion  when  you  became  a  director  in  1937?  A.  Not  when 
I  became  a  director. 

Q.  Mr.  Robert  Lehman  was  not  a  director  at  that  time? 
A.  No,  sir. 

Q.  Did  he  subsequently  become  a  director  of  Consoli¬ 
dated  Aircraft  Corporation?  A.  Yes. 

Q.  About  when  was  that,  if  you  recall?  A.  I  don’t 
remember.  I  can’t  remember  that.  But  it  was  after  I 
was  made  a  director,  or  at  the  same  time.  I  don’t  remember 
which. 

Q.  It  could  have  been  at  the  same  time  that  you  became 
a  director?  A.  It  could  have  been  the  same  time. 

Q.  Do  you  know  of  the  circumstances  under  which  Mr. 
Robert  Lehman  became  a  director?  A.  No.  I  don’t  remem- 

i 

ber. 

Q.  How  long,  to  your  recollection,  did  Mr.  Robert 
Lehman  serve  on  the  board  of  Consolidated  Aircraft  Cor¬ 
poration?  [172]  A.  I  can’t  remember  that.  A  yeab  or 
two.  I  would  have  to  make  a  guess.  I  don’t  remember. 
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Q.  You  can’t  place  it  approximately?  A.  I  couldn’t, 
without  making  a  wild  guess  for  you. 

Q.  Would  you  tell  us,  please,  the  circumstances  under 
which  you  became  a  director  of  Consolidated  Aircraft 
Corporation  in  1937?  A.  Yes.  I  had  become  a  substantial 
owner  of  TWA  securities  sometime  before  that.  I  don’t 
remember  the  date. 

Q.  Yes?  A.  And  Mr.  Frye,  Jack  Frye,  was  the  presi¬ 
dent.  I  told  Mr.  Frye  that  I  was  interested  in  transpor¬ 
tation  and  manufacturing,  and  particularly  interested  in 
air  transportation,  and  I  "would  like  to  become  a  director 
of  one  of  the  manufacturing  companies,  I  didn’t  care  which 
one  it  was,  as  long  as  it  was  one  of  the  good  companies. 
He  brought  it  about  so  that  Mr.  Reuben  Fleet  came  down 
to  Miami  Beach  to  visit  me. 

Mr.  Fleet  and  Mr.  Ladden  came  down  to  my  home  to 
visit  me,  down  to  Miami  Beach,  and  at  that  time,  after 
tw'o  or  three  days  of  sitting  around  and  talking,  he  invited 
me  to  become  a  director. 

Q.  Mr.  Fleet  was  the  president  of  Consolidated  Air¬ 
craft  Corporation?  A.  Yes,  sir. 

Q.  Was  he  also  the  chairman  of  the  board?  A.  I  don’t 
remember  that.  I  think  so,  but  I  don’t  remember. 

[173]  Q.  Did  you  have  any  prior  association  or  con¬ 
nection  with  Mr.  Fleet?  A.  No. 

Q.  Did  you  have  any  prior  association  or  connection 
with  the  Consolidated  Aircraft  Corporation?  A.  No. 

Q.  Did  Lehman  Brothers  have  any  prior  connection 
or  association  with  Consolidated  Aircraft  Corporation? 
A.  Not  that  I  know'  of. 

Q.  Who  vms  the  controlling  stockholder,  or  wTho  w’ere 
the  controlling  stockholders,  of  Consolidated  Aircraft  Cor¬ 
poration  at  that  time?  A.  Mr.  Fleet. 

Q.  Mr.  Fleet  wTas —  A.  Actually  in  control,  actually  in 
ownership. 

Q.  Can  we  take  it  that  the  date  of  your  becoming  a 
director  of  Consolidated  Vultee  Aircraft  Corporation  was 
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approximately  the  date  of  the  completion  of  the  merger? 
Is  that  about  right?  A.  I  don’t  remember. 

Q.  Well,  you  went  directly —  A.  To  the  best  of  my 
recollection — I  don’t  remember.  I  was  going  to  say  to  the 
best  of  my  recollection  I  was  director  before  the  completion, 
but  I  don’t  remember  that.  You  know,  w'hen  you  get  to  be 
seventy-two  years  old,  your  memory  is  not  so  good  as  it 
was  at  forty-two.  ! 

Q.  As  far  as  you  know  now',  there  was  no  interruption 
of  your  tenure  between  your  service  on  the  Board  of  the 
Consolidated  Aircraft  Corporation  and  the  completion  of 
[174]  the  merger  of  Consolidated  and  Vultee?  A.  No. 

Q.  Bid  you  participate  in  any  of  the  discussions!  or 
negotiations  wrhich  led  to  the  merger  of  those  two  com¬ 
panies?  A.  I  don’t  remember.  I  must  have,  as  a  member 
of  the  board,  if  I  wras  a  member.  I  don’t  remember. 

Q.  The  matter,  I  assume,  came  before  the  board  of 
Consolidated  Aircraft?  A.  If  I  vTas  a  member  of  the 
board,  I  must  have  participated. 

Q.  And  you  don’t  recall  the  matter  coming  to  the 
board?  A.  No,  I  don’t. 

Q.  Bid  you  take  any  active  part  in  the  negotiations  on 
behalf  of  Consolidated?  A.  If  I  vras  a  director,  only  as  a 
director. 

Q.  Well,  yes.  But  did  you  meet  with  any  of  the  Vultee 
people  to  discuss  the  merger?  A.  No.  I  don’t  remember. 

Q.  So  that  your  discussions  v'ould  have  been  with  the 
Consolidated  Aircraft  organization;  is  that  right?  A.  I 
am  almost  sure  of  that.  j 

Q.  Who  was  in  control  of  Consolidated  Vultee  Air¬ 
craft  Corporation  at  the  time  of  the  completion  of  the 
merger?  A.  Major  Fleet. 

Q.  Major  Fleet  was  still  in  control  of  it?  A.  Yes,  sir. 

[175]  Q.  I  want  to  be  clear  on  that.  Was  he  in  con¬ 
trol  of  the  merged  company  as  well  as  the  earlier  Con¬ 
solidated  Company?  A.  Yes,  to  the  best  of  my  understand¬ 
ing. 
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Q.  Did  you  discuss  with  Mr.  Fleet  at  that  time  the 
question  of  whether  you  would  continue  and  become  a 
director  of  the  merged  company?  A.  I  don’t  remember 
that. 

Q.  Were  any  directors  of  Consolidated  or  of  Vultee, 
who  had  been  directors  of  the  constituent  companies, 
dropped  as  directors  of  the  merged  company?  A.  I  don’t 
remember  that. 

Q.  Is  there  some  way  you  could  recall  that?  Do  you 
recall  whether  or  not  anybody  who  served  with  you  on 
the  board  of  Consolidated  ceased  to  serve  as  a  director 
of  the  merged  company?  A.  I  can’t  remember.  The 
records  must  show  it.  I  don’t  remember. 

Q.  How  about  on  the  Vultee  side?  Do  you  remember 
whether  anybody  who  had  been  a  director  of  Vultee  was 
dropped  as  a  director  of  the  merged  company?  A.  No,  I 
don’t  remember. 

Q.  Do  you  recall  whether  Mr.  Robert  Lehman  was 
ever  at  any  time  a  director  of  the  merged  company?  A. 
No,  I  don’t  remember. 

Q.  Do  you  know  whether  any  member  of  the  firm  of 
Lehman  Brothers  was  a  director  of  Vultee  Aircraft  Corpo¬ 
ration  prior  to  the  merger?  A.  Not  that  I  know  of. 

[176]  Q.  Did  Lehman  Brothers  have  any  participa¬ 
tion  in  the  negotiations  leading  to  the  merger  or  in  the 
handling  of  the  merger  arrangements?  A.  If  they  had, 
they  must  have  been  through  me. 

Q.  Did  Lehman  Brothers  receive  any  compensation  for 
any  services  performed  in  connection  with  the  merger? 
A.  I  don’t  remember  that. 

Q.  Is  there  some  way  you  could  press  your  recollection 
a  little  bit  and  recall?  A.  You  see,  so  many  things  have 
happened  in  ten  years  of  my  life  and  I  have  been  in  a  lot 
of  different  kinds  of  transactions.  It  is  pretty  hard  to 
nail  one  of  them  and  try  to  remember  it. 

Q.  Is  there  some  way  you  can  place  it  somehow? 
Sometimes  if  we  press  our  recollection  a  little  bit  we  are 
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able  to  recall  things.  A.  I  suppose  you  can  get  it  from 
Lehman  Brothers’  records.  It  must  be  of  record. 

Q.  But  you  have  no  independent  recollection  of  it!  A. 
No,  I  can’t  remember  that  clearly  to — in  fact,  I  can’t 
recollect  it  at  all.  I  know,  I  am  sure  I  was  there.  I  was 
there  when  some  of  those  negotiations  were  going  on,  but 
I  don’t  remember  what  they  were.  I  can’t  even  remember 
the  deal,  how  the  deal  was  made. 

Q.  About  how  much  of  your  time  was  devoted  to  affairs 
of  Consolidated  Aircraft  Corporation!  A.  I  attended  the 
meetings  and  did  whatever  the  president  asked  me  to  do. 

Q.  That  is  what  I  am  getting  at.  Apart  from!  just 
[177]  the  mere  attendance  at  meetings,  did  you  perform 
any  special  functions  with  Consolidated?  A.  No,  not  that 
I  can  remember. 

Q.  Did  you  keep  in  continuous  touch  with  its  officers? 
A.  I  kept  in  continuous  touch  with  Major — not  continuous, 
but  I  kept  in  touch  with  Major  Fleet. 

Q.  Did  he  make  a  practice  of  consulting  you  from  time 
to  time  about  the  management  of  the  company  and  its 
affairs?  A.  Yes,  he  talked  to  me  about  it  from  time  to 
time. 

Q.  Did  you  ever  on  your  own  initiative  express  your 
views  to  Major  Fleet  on  management  matters?  A.  No, 
not  that  I  can  remember.  Oh,  yes ;  only  as  a  directorj 

Q.  Yes,  in  the  course  of  directors’  meetings,  I  assume 
vou  did  that?  A.  Yes. 


Q.  But  apart  from  that?  A.  No. 

Q.  In  general,  could  you  give  us  any  estimate  of  the 
percentage  of  your  time  that  you  devoted  to  Consolidated 
business  during  your  tenure  as  director?  A.  Oh,  I  have 
had  no  activity  in  Consolidated  Vultee,  only  as  director. 

Q.  And  that  would  be  true  of  the  predecessor  corpora¬ 
tion,  Consolidated,  also?  A.  Yes.  I  would  undoubtedly 
advise  with  the  heads  and  they  would  advise  with  me  -  but 
outside  of  that,  no.  [178]  I  was  interested  in  the  general 


welfare  of  the  company. 


I  was  interested  in  the 
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cedures,  the  way  they  went  about  setting  up  their  stuff  and 
getting  it  out.  I  would  be  there  a  day  or  two  before 
meetings  and  things,  spent  a  couple  of  days  or  more. 

Q.  Sometime  after  the  completion  of  the  merger  of 
Consolidated  and  Vultee  and  the  organization  of  Consoli¬ 
dated  Vultee  Aircraft  Corporation,  the  Aviation  Corpora¬ 
tion,  “AVCO”  became  the  controlling  stockholder  of  that 
company;  is  that  correct?  A.  Well,  that  has  been  quite  a 
few  years. 

Q.  Could  you  place  it  approximately  in  point  of  time? 
A.  No. 

Q.  It  would  be  sometime  between  March  1943  and  the 
latter  part  of  1947.  Would  you  accept  that  as  generally 
correct?  A.  Yes,  I  think  I  will,  yes. 

Q.  Did  you  have  anything  to  do  with  the  AVCO  inter¬ 
ests  becoming  active  in  Consolidated  Vultee?  A.  No. 

Q.  You  didn’t  discuss  the  acquisition  of  stock  in  Con¬ 
solidated  Vultee  by  AVCO  with  Mr.  Emanuel,  or  anyone 
else  in  AVCO  before  it  occurred?  A.  Mr.  Emanuel  and  I 
are  old,  old  friends.  He  didn’t  consult  me  on  this  deal  at 
all. 

Q.  Just  for  the  record,  Mr.  Emanuel  is  the  Victor 
Emanuel  who  has  been  the  head  of  AVCO?  A.  That  is 
right.  I  knew  he  was  negotiating,  but  [179]  I  had  nothing 
to  do  with  it. 

Q.  When  the  AVCO  interests  became  the  controlling 
stockholders  in  Consolidated  Vultee,  did  you  have  any 
discussions  with  them  as  to  whether  you  would  continue  as 
a  director  of  that  company?  A.  Mr.  Emanuel  asked  me 
to  remain  as  a  director. 

Q.  He  asked  you  to  remain?  A.  Yes,  sir. 

Q.  There  came  a  time  in  the  latter  part  of  1947  when 
the  A\CO  interests  decided  to  withdraw  from  Consoli¬ 
dated  Vultee;  isn’t  that  correct?  A.  I  don’t  remember 
the  date,  but  approximately. 

Q.  If  you  will  take  the  date,  subject  to  correction?  A. 
Yes. 
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Q.  And,  in  substance,  what  happened  was  that  the  AVCO 
interests  ended  up  in  control  of  the  nonaviation  properties 
of  Consolidated  Vultee  in  the  Nashville  Corporation;  isn’t 
that  right?  A.  Yes,  sir. 

Q.  And  they  paid  for  it  by  surrendering  to  Consolidated 
Vultee  their  stock  in  that  company?  A.  Yes. 

Q.  And  the  net  result  of  that  was  that  the  Atlas;  Cor¬ 
poration  then  became  the  controlling  stockholder  of  Con¬ 
solidated  Vultee?  A.  Yes,  sir. 

Q.  And  that  Atlas  Corporation  is  still  the  controlling 
stockholder  of  Consolidated  Vultee;  isn’t  that  [180]  cor¬ 
rect?  A.  Yes,  sir. 

Q.  During  the  time  when  the  Avco  people  were  in  con¬ 
trol  of  Consolidated  Vultee,  they  had  nine  nominees  on  the 
board  of  directors  of  Consolidated  Vultee;  isn’t  that  cor¬ 
rect?  A.  I  don’t  know. 

Q.  Well,  nine  men  were —  A.  I  don’t  remember.  I 
naturally  assume  they  controlled  the  majority  of  the  board. 

Q.  Then  upon  the  assumption  by  Atlas  of  control  of  the 
company,  those  nominees  were  replaced  by  Atlas  nominees, 
were  they  not?  A.  Yes,  sir. 

Q.  Are  you  in  the  category  of  either  an  Avco  nominee, 
or  an  Atlas  nominee?  A.  Yes.  Mr.  Odium  asked  me  to 
remain  on  the  board.  Mr.  Odium  and  I  have  been  friends 
for  many,  many  years,  and  he  asked  me  to  stay  on  the 
board. 

Q.  He  asked  you  to  stay  on  the  board?  A.  Yes. ! 

Q.  Did  you  approach  Mr.  Odium  on  the  subject,  or  did 
he  approach  you?  A.  No.  He  approached  me. 

Q.  Going  back  just  a  little  bit,  Mr.  Emanuel  asked  you 
to  stay  on  the  board.  Who  approached  whom  in  that  situa¬ 
tion?  A.  Mr.  Emanual  approached  me.  These  are  both 
very  old  friends,  outside  of  the  banking  business.  | 

[181]  Q.  Yes.  Could  you  tell  us  just  a  little  bit  about 
how  long  you  have  known  Mr.  Odium  and  what  your  prior 
connections  have  been  with  him?  A.  I  have  known  Mr. 
Odium  since  1931  or  ’2.  I  met  him  during  the  reorganiza- 
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tion  of  the  Paramount  Company.  He  asked  me  to  join  him. 
And  I  have  known  him  intimately  since.  We  are  very  good 
personal  friends. 

Q.  He  asked  you  to  work  with  him  in  that  reorganiza¬ 
tion?  A.  Yes,  sir.  He  had  his  attorney  ask  me. 

Q.  And  in  general,  you  have  had  both  personal  and 
business  relationships  with  Mr.  Odium  since,  apart  from 
Consolidated  Vultee?  A.  Yes.  We  are  going  to  Honolulu 
next  month  with  our  wives. 

Q.  At  the  present  time,  do  you  regularly  attend  direc¬ 
tors’  meetings  of  Consolidated  Vultee?  A.  Yes. 

Q.  Could  you  tell  us  what  types  of  questions  are  dis¬ 
cussed  at  those  meetings?  A.  Oh,  business  in  general  is 
discussed.  The  reports  of  the  different  executive  officers 
are  presented,  and  each  of  them  is  discussed  by  the  board. 

Q.  And  you  review’  the  operating  statements  of  the  com¬ 
pany,  the  financial  statements?  A.  Yes.  It  is  a  very  well 
run  board.  There  are  no  secrets  there. 

Q.  Does  the  board  from  time  to  time  discuss  possible 
financings  for  Consolidated  Vultee?  [182]  A.  Oh,  yes. 

Q.  And  do  you  participate  in  those  discussions?  A.  Yes. 

Q.  And  you  express  your  judgment  to  the  other  members 
of  the  board  as  to  what  you  think  would  be  a  sound  financial 
policy  for  the  company,  I  assume?  A.  I  would  if  I  dis¬ 
agreed.  There  are  some  pretty  smart  financiers  on  that 
board,  you  know. 

Q.  Well,  you  don’t  stand  silent  in  those  discussions ;  you 
express  your  own  judgment  from  time  to  time?  A.  If  I  have 
anything  to  say,  I  do. 

Q.  And  I  take  it  your  reputation  would  be  that  of  a 
pretty  smart  financier?  A.  No.  Xo,  I  am  an  automobile 
operator  and  manufacturer.  I  am  not  a  financier. 

Mr.  Kennedy:  Perhaps  we  ought  to  tie  it  down  to 
specific  items. 

Do  you  have  a  copy  of  your  exhibits,  Mr.  Seligman? 

Mr.  Seligman :  I  have. 
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Mr.  Kennedy :  I  wonder  if  we  could  ask  Mr.  Etertz 
to  refer  to  Exhibit  5,  page  2. 

Mr.  Seligman:  Yes  (handing  document  to  wit¬ 
ness). 

Do  you  mean  the  Consolidated  Yultee  ? 

Mr.  Kennedy:  The  paragraph  headed  “Consoli¬ 
dated  Vultee  Aircraft  Corporation.” 

The  Witness:  What  about  it? 

Mr.  Seligman :  He  is  going  to  ask  you  a  question 
now  that  you  have  read  it.  ! 

Mr.  Kennedy :  Yes,  I  want  to  direct  a  question  to 
[183]  that  situation.  I 

By  Mr.  Kennedy : 

| 

Q.  Did  you,  Mr.  Hertz,  have  any  discussions  with  any¬ 
body  in  Consolidated  Vultee  about  the  possibility  that 
Lehman  Brothers  might  handle  this  issue  or  do  the  job  as 
manager  of  the  issue?  A.  I  don’t  remember  the  particular 
issue,  but  there  was  an  issue  of  that  kind.  I  am  sure  I 
discussed  it  with  them  and  tried  to  do  everything  I  could 
for  Lehman  Brothers. 

Q.  And  you  would  assume  that  in  this  particular 
instance  you  made  the  effort  that  you  would  ordinarily 
make  to  get  the  business  for  Lehman  Brothers?  A.  I  would 
presume  so. 

Q.  Do  you  know  who  got  that  business,  the  May  1948 
issue?  A.  No.  Was  there  such  an  issue? 

Q.  Oh,  yes.  I  think  the  record  is  quite  clear  on  that. 
If  this  will  help  your  recollection,  it  was  an  issue  of  about 
1,160,000  shares  and,  roughly,  in  the  amount,  total  price, 
of  ten  and  a  half  million  dollars.  A.  Was  that  after  Atlas 
took  control? 

Q.  It  was  after  Atlas  took  control.  A.  I  don’t  remember 
that. 

Q.  You  do  not  remember  that?  A.  No.  But  I  undoubt¬ 
edly  did  the  best  I  could  for  Lehman  Brothers. 
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Q.  You  don’t  know  who  did  get  that  business  as  manager 
or  agent?  [1S4]  A.  No.  I  don’t  remember. 

Q.  On  the  board  of  Consolidated  Vultee,  are  there  any 
other  persons  who  are  in  the  investment  banking  business? 
A.  Yes.  There  is  a  man  by  the  name  of  McDonnell. 

Q.  Is  that  Mr.  E.  0.  McDonnell?  A.  I  don’t  know  his 
initials. 

Q.  Is  he  the  man  with  Hornblower  &  Weeks?  A.  No. 

Q.  Was  it  Mr.  Donald  McDonnell?  A.  Yes. 

Q.  Of  Blyth  &  Company?  A.  Yes. 

Q.  And  is  there  anyone  else,  in  the  investment  banking 
business?  A.  No,  unless  you  want  to  call  Odium  in  the 
investment  banking  business. 

Q.  Would  you  look,  please,  next,  Mr.  Hertz,  at  your 
Exhibit  5,  page  3.  Do  you  know  whether  any  investment 
bankers  received  any  compensation  in  connection  with 
this  transaction?  A.  I  know  Lehman  Brothers  didn’t. 
To  the  best  of  my  recollection,  nobody  received  any  com¬ 
pensation. 

Q.  Do  you  recall  that  transaction?  A.  Yes.  I  happen 
to  remember  that  one  because  I  had  quite  an  active  part 
in  part  of  it. 

Q.  You  did  participate  in  the  discussions  which  led  to 
the  loan?  A.  Oh,  yes. 

[185]  Q.  Within  the  board,  or  between  Consolidated 
Vultee  and  the  banks?  A.  No.  Both. 

Q.  Did  you  discuss  with  any  officers  or  other  directors 
of  Consolidated  Vultee  the  question  of  whether  Lehman 
Brothers  might  serve  as  agent  in  that  transaction  or 
receive  any  compensation?  A.  No. 

Q.  You  made  no  effort  to?  A.  No. 

Q.  Could  you  tell  us  why  you  made  no  effort  in  that 
instance?  A.  That  is  very  easy.  The  company  was  losing 
great  gobs  of  money.  It  looked  like  it  was  in  financial 
difficulties,  and  I,  for  one,  didn’t  feel  that  anybody,  a 
director  or  anybody  else,  had  any  right  to  make  any  money 
from  those  kinds  of  things. 
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Q.  Going  back  a  moment,  Mr.  Hertz,  to  the  question 
of  matters  that  are  discussed  at  directors’  meetings,  is 
the  subject  of  sales  and  sales  policy  discussed  at  those 
meetings?  A.  Yes. 

Q.  Is  the  vice-president  in  charge  of  sales  ordnarilv 
asked  to  come  in  and  keep  the  directors  advised  of  his 
activities  in  that  field?  A.  The  president  usually  reports 
for  him. 

Q.  And  he  reports,  among  other  things,  on  the  subject 
of  sales  and  sales  activity  of  the  company?  A.  Yes. 

[186]  Q.  Would  your  board  be  advised  of  efforts,  from 
time  to  time,  bv  Consolidated  Vultee  to  sell  aircraft  to  air- 
line  companies?  A.  Yes. 

Q.  And  you  would  be  advised  in  general  of  the  progress 
of  those  efforts  from  time  to  time?  A.  Usually. 

Q.  Have  you  ever  participated  in  discussions  on  the 
proposed  sale  of  aircraft  by  Consolidated  Vultee  to  Pan- 
American?  A.  No,  I  don’t  remember  any  participation 
of  that  kind.  I  believe  I  was  present  when  it  was  told  the 
sale  had  been  consummated. 

Q.  Just  so  my  question  will  be  clear,  I  was  addressing 
myself  solely  to  discussions  within  the  board  of  directors 
of  the  Consolidated  Vultee.  A.  I  didn’t  attend  the  boards 
where  that  was  talked  about,  if  it  was. 

Q.  Did  you  have  any  connections  with  negotiations 
between  Consolidated  Vultee,  on  the  one  hand,  and  Pan- 
American,  on  the  other?  A.  None.  I  never  discussed  it 
with  anyone. 

Q.  Never  discussed  it  with  anyone?  A.  No. 

Q.  Did  you  participate  in  any  discussions  within  Con¬ 
solidated  Vultee — we  will  take  that  first — relating  to  the 
sale  by  Consolidated  Vultee  of  aircraft  to  Continental  Air¬ 
lines?  A.  No. 

[187]  Q.  You  don’t  recall  that  subject  coming  up  at 
any  directors’  meeting?  A.  Not  at  any  directors’  meeting. 

Q.  And  were  you  ever  advised  of  any  such  discussions 
informally  by  directors  or  officers  of  Consolidated  Vultee? 
A.  No. 


358 


Deposition  o ;  J .  D.  Hertz,  for  Public  Counsel — Direct. 

Q.  You  don’t  know  who  did  get  that  business  as  manager 
or  agent?  [1S4]  A.  No.  I  don’t  remember. 

Q.  On  the  board  of  Consolidated  Vultee,  are  there  any 
other  persons  who  are  in  the  investment  banking  business? 
A.  Yes.  There  is  a  man  by  the  name  of  McDonnell. 

Q.  Is  that  Mr.  E.  0.  McDonnell?  A.  I  don’t  know  his 
initials. 

Q.  Is  he  the  man  with  Hornblower  &  Weeks?  A.  No. 

Q.  Was  it  Mr.  Donald  McDonnell?  A.  Yes. 

Q.  Of  Blyth  &  Company?  A.  Yes. 

Q.  And  is  there  anyone  else,  in  the  investment  banking 
business?  A.  No,  unless  you  want  to  call  Odium  in  the 
investment  banking  business. 

Q.  Would  you  look,  please,  next,  Mr.  Hertz,  at  your 
Exhibit  5,  page  3.  Do  you  know  whether  any  investment 
bankers  received  any  compensation  in  connection  with 
this  transaction?  A.  I  know  Lehman  Brothers  didn’t. 
To  the  best  of  mv  recollection,  nobodv  received  anv  com- 
pensation. 

Q.  Do  you  recall  that  transaction?  A.  Yes.  I  happen 
to  remember  that  one  because  I  had  quite  an  active  part 
in  part  of  it. 

Q.  You  did  participate  in  the  discussions  which  led  to 
the  loan?  A.  Oh,  yes. 

[185]  Q.  Within  the  board,  or  between  Consolidated 
Vultee  and  the  banks?  A.  No.  Both. 

Q.  Did  you  discuss  with  any  officers  or  other  directors 
of  Consolidated  Vultee  the  question  of  whether  Lehman 
Brothers  might  serve  as  agent  in  that  transaction  or 
receive  any  compensation?  A.  No. 

Q.  You  made  no  effort  to?  A.  No. 

Q.  Could  you  tell  us  why  you  made  no  effort  in  that 
instance  ?  A.  That  is  very  easy.  The  company  was  losing 
great  gobs  of  money.  It  looked  like  it  was  in  financial 
difficulties,  and  I,  for  one,  didn’t  feel  that  anybody,  a 
director  or  anybody  else,  had  any  right  to  make  any  money 
from  those  kinds  of  things. 
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Q.  Going  back  a  moment,  Mr.  Hertz,  to  the  question 
of  matters  that  are  discussed  at  directors’  meetings,  is 
the  subject  of  sales  and  sales  policy  discussed  at  those 
meetings?  A.  Yes. 

Q.  Is  the  vice-president  in  charge  of  sales  ordnarilv 
asked  to  come  in  and  keep  the  directors  advised  of  his 
activities  in  that  field?  A.  The  president  usually  reports 
for  him. 

Q.  And  he  reports,  among  other  things,  on  the  subject 
of  sales  and  sales  activity  of  the  company?  A.  Yes. 

[186]  Q.  Would  your  board  be  advised  of  efforts,  from 
time  to  time,  by  Consolidated  Vultee  to  sell  aircraft  to  air¬ 
line  companies?  A.  Yes.  | 

Q.  And  you  would  be  advised  in  general  of  the  progress 
of  those  efforts  from  time  to  time?  A.  Usually. 

Q.  Have  you  ever  participated  in  discussions  on  the 
proposed  sale  of  aircraft  by  Consolidated  Vultee  to  Pan- 
American?  A.  No,  I  don’t  remember  any  participation 
of  that  kind.  I  believe  I  was  present  when  it  was  told  the 
sale  had  been  consummated. 

Q.  Just  so  my  question  will  be  clear,  I  was  addressing 
myself  solely  to  discussions  within  the  board  of  directors 
of  the  Consolidated  Vultee.  A.  I  didn’t  attend  the  boards 
where  that  was  talked  about,  if  it  was. 

Q.  Did  you  have  any  connections  with  negotiations 
between  Consolidated  Vultee,  on  the  one  band,  and  Pan- 
American,  on  the  other?  A.  None.  I  never  discussed  it 
with  anyone.  j 

Q.  Never  discussed  it  with  anyone?  A.  No. 

Q.  Did  you  participate  in  any  discussions  within  Con¬ 
solidated  Vultee — we  will  take  that  first — relating  to  the 
sale  by  Consolidated  Vultee  of  aircraft  to  Continental  Air¬ 
lines?  A.  No. 

[1S7]  Q.  You  don’t  recall  that  subject  coming  up  at 
any  directors’  meeting?  A.  Not  at  any  directors’  meeting. 

Q.  And  were  you  ever  advised  of  any  such  discussions 
informally  by  directors  or  officers  of  Consolidated  Vultee? 
A.  No. 
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Q.  Did  you  ever  participate  in  any  negotiations 
between —  A.  I  heard  one  of  my  partners  say  one  day  at 
lunch  that  he  was  negotiating  some  with  Consolidated  Vul- 
tee  Aircraft.  That  is  my  only  connection  with  it. 

Q.  Who  was  that  partner?  A.  I  think  it  was  Mr. 
Ehrman. 

Q.  Just  to  go  back  a  little  bit,  so  that  the  point  will 
be  clear,  you  have  not  participated  in  any  discussions 
between  Consolidated  Vultee  and  Continental  relating  to 
the  sale  by  Consolidated  Vultee  to  Continental  of  Convair 
aircraft,  or  any  other  aircraft?  A.  No. 

Q.  When  Mr.  Ehrman  mentioned  the  subject  at  lunch, 
did  you  have  any  discussion  with  him  at  that  time?  A.  No. 

Q.  He  just  passed  that  on  to  you  as  an  item  of  informa¬ 
tion?  A.  That  is  all. 

Q.  What  was  the  status  of  the  negotiations  between 
Consolidated  Vultee  and  Continental  at  the  time  he  men¬ 
tioned  it?  How  did  he  report  it?  [1SS]  A.  I  don’t 
remember. 

Q.  Well,  did  he  say  a  contract  had  been  made?  A.  No. 

Q.  Or  a  contract  was  being  discussed?  A.  Being  dis¬ 
cussed. 

Q.  Did  you  express  any  opinion  to  him  as  to  whether 
Continental  should  buy  those  aircraft,  or  whether  it  would 
be  a  good  idea,  or  whether  he  should  use  his  good  offices 
to  persuade  Continental  to  buy  them?  A.  No.  I  am 
laughing  for  a  very  good  reason. 

Q.  The  question  was  in  triplicate,  and  your  answer  is 
no  to  all  three,  I  believe?  A.  That  is  right. 

Q.  Coming  now  to  the  subject  of  National  Airlines, 
have  you  ever  participated  inside  Consolidated  Vultee  in 
discussions  with  officers  or  directors  of  Consolidated  Vultee 
on  a  proposed  sale  of  aircraft  to  National?  A.  No.  It 
never  was  mentioned. 

Q.  Never  was  mentioned?  A.  By  me  or  to  me. 
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Q.  Have  you  ever  participated  in  any  negotiations 
between  Consolidated  Vultee  and  National  on  that  subject? 
A.  No. 

Q.  Have  you  ever  discussed  the  subject  with  any  of  your 
partners?  A.  No. 

Q.  Just  to  button  up  that  subject:  have  you  ever  dis¬ 
cussed  with  any  of  your  partners  the  purchase  by  airlines 
of  which  they  were  directors,  of  Consolidated  Vultee  [189] 
Aircraft?  A.  No. 

Q.  Could  you  tell  us  this,  Mr.  Hertz :  Was  your  failure 
to  participate  in  such  discussions  a  matter  of  policy  on  your 
part?  Would  you  consider  it  appropriate  to  participate 
in  such  discussions?  A.  Oh,  I  am  not  a  verv  talkative  man 
and  I  am  a  great  listener  and  I  never  have  much  to  say 
unless  I  disagree  with  something  or  have  something  to  bring 
before  my  partners.  I  am  really  a  first-class  listener,  and 
I  am  hard  of  hearing  and  I  don’t  hear  everything. 

Q.  Mr.  Hertz,  have  you  made  it  a  policy  to  avoid  dis¬ 
cussions  with  vour  other  partners  of  affairs  of  that  nature? 
A.  No. 

Q.  It  it  just  a  happenstance  that  that  subject  did  not 
come  up;  is  that  right?  A.  Nothing  has  occurred  to  arouse 
my  interest. 

Q.  Would  you,  in  a  situation  where  your  interest  had 
been  aroused,  consider  it  proper  to  discuss,  let  us  say,  with 
Mr.  Ehrman,  the  advisability  of  Continental  purchasing 
aircraft  from  Consolidated  Vultee?  A.  I  tried  every  way  I 
could  to  get  Consolidated  to  make  a  sale,  within  reason.  I 

Q.  Would  you  consider  it  proper  to  suggest  to  Mr. 
Ehrman  that  he  advise  the  Continental  management  to 
make  such  a  purchase?  A.  Would  I  think  it  advisable? 

Q.  Consider  it  proper.  [190]  A.  If  he  believed  that  he 
was  honest  about  it,  of  course. 

Mr.  Seligman :  I  would  like  to  have  that  question 
read  to  Mr.  Hertz:  I  am  not  sure  he  understood 
what  he  was  answering.  i 
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Examiner  Bryan:  Would  you  read  it,  please? 

(The  pending  question,  as  heretofore  recorded, 
was  read  by  the  reporter.) 

The  Witness:  I  didn’t  understand  the  question. 

Examiner  Bryan :  Do  you  want  to  rephrase  your 
answer,  then? 

The  Witness:  Yes. 

I  would  think  I  wouldn’t  think  it  proper  for  Mr. 
Ehrman  to  suggest  anything  to  Continental’s  man¬ 
agement  he  didn’t  believe  proper  and  good  business. 

By  Mr.  Kennedy : 

Q.  Yes,  but  subject  to  that,  you  wouldn’t  have  any  com¬ 
punctions  about  trying  to  persuade  Mr.  Ehrman  that  it 
was  good  business  and  that  he  should —  A.  I  never  have. 

Q.  But  you  wouldn’t  think  it  improper  to  do  so?  A. 
Well,  I  am  not  so  sure  about  it. 

Q.  You  do  have  reservations  on  the  subject?  A.  I  don’t 
think  I  would  want  to  put  pressure  on  any  of  my  partners 
to  do  anything  with  any  of  the  corporations.  I  don’t  do  it. 

Q.  Let’s  leave  aside  the  question  of  pressure.  Would 
you  consider  it  proper  to  approach  Mr.  Ehrman  and  try  to 
persuade  him  that  Consolidated  Vultee,  specific-  [191]  ally 
that  Convair  aircraft,  were  good  aircraft,  and  that  it  would 
be  a  good  idea  for  a  company  of  which  he  was  a  director  to 
purchase  such  aircraft? 

Mr.  Seligman:  Just  a  second,  Mr.  Examiner,  I 
have  tried  to  avoid  making  any  objections  in  order 
not  to  delay  the  proceeding,  but  I  do  at  this  moment 
feel  that  I  should  object  to  this  question  because  the 
witness  has  testified  that  he  never  has,  in  fact,  dis¬ 
cussed  any  of  these  matters  with  any  of  his  partners. 

He  is  now  being  asked  a  purely  hypothetical  ques¬ 
tion  about  something  he  has  never  had  to  face  and  I 
don’t  think  that  is  a  proper  question  to  ask. 
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Mr.  Kennedy:  Mr.  Examiner,  I  would  just  say 
that  the  problem  here  is  not  only  what  Mr.  Hertz  has 
done  in  the  past,  but  what  he  would  be  in  a  position 
to  do  in  the  future  and  what  he  might  intend  to  do, 
and  these  questions  are  directed  to  what  his  intention 
would  be.  I  think  they  are  relevant  on  that  ground. 

Examiner  Bryan :  I  think,  looking  into  the  future, 
it  is  a  good  question. 

The  Witness :  I  have  never  done  a  thing  like  that 
and,  to  the  best  of  my  knowledge,  I  don’t  intend  to. 

By  Mr.  Kennedy : 

Q.  Would  you  consider  it  inappropriate  for  you  to  do 
it  for  some  reason?  A.  It  would  all  depend  on  the 
approach  and  what  was  said. 

Q.  On  the  specific  question  I  asked,  would  you  consider 
it  proper  to  give  your  advice  to  Mr.  Ehrman,  and  if  [192] 
he  was  persuaded  of  the  reasonableness  of  it,  to  pass  it  on 
to  Continental? 

Mr.  Seligman :  Mr.  Examiner,  again  I  want  to 
interject  that  it  seems  to  me  the  witness  has 
answered  that  he  does  not  intend  to  do  it.  Therefore, 
as  far  as  the  future  is  concerned,  I  think  that  is  the 
important  evidence.  We  are  getting  here  into  ques¬ 
tions  as  to  what  the  witness  might  or  might  not 
think  might  be  proper  or  improper  under  the  cir¬ 
cumstances.  I  think  it  is  getting  entirely  too  far 
adrift. 

Mr.  Kennedy:  Mr.  Examiner,  he  says  he  doesn’t 
intend  to  do  it;  but,  of  course,  it  would  always  be 
possible  for  him  to  think  differently  in  different  cir¬ 
cumstances.  I  am  just  trying  to  probe  a  little  bit 
how  firm  his  intention  is  and  how  strongly  he  would 
adhere  to  it  if  situations  arose  where  he  might  pos¬ 
sibly  express  an  opinion  to  his  other  partners  as  to 
whether  or  not  they  might  advise  their  companies  to 
purchase  Convair  aircraft. 


364 


Deposition  of  J.  D.  Hertz,  for  Public  Counsel — Direct. 

In  other  words,  I  am  probing  a  little  bit  on  the 
question  of  intention. 

Examiner  Bryan:  All  right,  proceed. 

The  Witness:  I  have  never  asked  any  of  my 
partners  to  favor  anybody,  as  a  director  of  the  com¬ 
pany  they  represented. 

By  Mr.  Kennedy: 

Q.  Could  you  answer  this  question,  Mr.  Hertz:  Would 
you  consider  it  improper  for  you  to  ask  your  partners  to 
do  that?  A.  It  would  all  depend  upon  the  circumstances. 

[193]  Q.  What  circumstances  would  make  a  difference  ? 
A.  I  can’t  draw  a  picture  for  you,  but — I  will  answer  it  com¬ 
pletely  for  you.  No,  I  wouldn’t  ask  any  of  my  partners  to 
do  anything  for  me,  as  a  director  of  the  companies  they 
represent.  I  have  never  done  it  and  I  don’t  think  any  part¬ 
ner  has  a  right  to  do  that,  to  try  to  tell  a  man  how  to  handle 
himself  as  trustee. 

Mr.  Kennedy:  Do  you  have  our  exhibits,  Mr. 
Seligman? 

Mr.  Seligman:  Yes. 

Mr.  Kennedy:  Would  you  show  to  Mr.  Hertz 
Exhibit  PC-180,  please?  Particularly  the  paragraph 
No.  22,  on  page  6,  on  PC-180. 

Mr.  Seligman:  This  is  a  memorandum  of  a  new 
business  meeting  in  1937,  at  which  you  were  not 
present,  Mr.  Hertz,  and  this  memorandum  has  the 
following  paragraph  (handing  document  to  wit¬ 
ness). 

Mr.  Kennedy:  Can  we  have  the  record  show  that 
“F.  E.”  would  be  Mr.  Frederick  Ehrman  and  “R. 
L.”  would  be  Mr.  Robert  Lehman? 

Mr.  Seligman:  Yes. 

Bv  Mr.  Kennedv: 

•/  * 

Q.  Mr.  Hertz,  the  question  I  want  to  ask  you  is:  Did 
you  ever  have  any  discussions  with  Mr.  Ehrman  or  Mr. 
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Lehman  on  this  specific  subject,  whether  it  would  be  appro¬ 
priate  to  approach  Boeing  Aircraft  with  the  object  of 
getting  business  from  them,  in  view  of  the  service  by  you 
and  Mr.  Lehman  on  the  Consolidated  Aircraft  Board? 
A.  I  never  heard  of  it.  j 

Q.  You  never  discussed  that  subject  with  them?  [194] 
A.  No. 

Q.  Let  me  ask  you  this,  Mr.  Hertz:  Do  you  have  any 
independent  judgment  as  to  the  propriety  of  that?  A.  The 
propriety  of  what? 

Q.  Of  approaching  Boeing  Aircraft  with  a  view  to  get¬ 
ting  business  from  them,  in  view  of  the  fact  that  you  and 
Mr.  Lehman  were  serving  on  the  Consolidated  Aircraft 
board.  A.  I  wouldn’t  dream  of  it. 

I 

Mr.  Seligman:  May  I  interject:  by  getting  busi¬ 
ness,  do  you  mean  business  for  Consolidated,  or 
financing  for  Lehman  Brothers? 

Mr.  Kennedy:  The  financing  for  Lehman  Broth¬ 
ers.  ; 

The  Witness:  I  wouldn’t  do  it. 

Examiner  Bryan :  It  would  be  against  your  policy 
to  do  that? 

The  Witness :  It  is  against  policy  and  it  is  against 
good  judgment.  It  is  against  good  judgment.  It 
would  be  ridiculous  for  me  to  try  to  go  to  Boeing, 
being  a  director  of  Consolidated,  and  ask  them  for 
some  business.  They  would  laugh  at  me. 

; 

By.  Mr.  Kennedy: 

Q.  Would  it  be  in  order,  in  your  judgment,  for  any 
other  partner  of  Lehman  Brothers  to  approach  Boeing? 
A.  I  am  not  going  to  try  to  pass  on  that. 

Q.  You  don’t  have  any  opinion  as  to  the  propriety  of 
that?  A.  I  can’t  imagine  them  doing  it. 

The  Witness:  Off  the  record. 

Examiner  Bryan:  All  right. 

[195]  (Discussion  off  the  record.) 
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Examiner  Bryan :  All  right,  on  the  record. 

By  Mr.  Kennedy: 

Q.  In  view  of  the  discussion  off  the  record,  Mr.  Hertz, 

I  would  like  to  put  to  you  this  question:  About  how  much 
of  your  time  during  the  year  do  you  spend  at  Lehman 
Brothers?  A.  Between  three  or  four  months  a  year. 

Q.  What  months  of  the  year  would  they  be?  A. 
Well,  October,  November — part  of  November;  I  am  going 
away  next  week.  Part  of  April.  Part  of  May.  That’s 
about  it. 

Q.  Does  Lehman  Brothers  ordinarily  have  regular  firm 
meetings?  A.  Well,  I  don’t  know  what  you  call  that.  We 
usually  try  to  meet  at  lunch  on  Mondays. 

Q.  You  have  firm  lunches  on  Monday?  A.  Yes. 

Q.  And,  in  general,  the  partners  of  the  firm  try  to  make 
it  a  point  to  be  at  those  lunches?  A.  In  general;  nothing 
specific. 

Q.  And  at  those  lunches  do  you  discuss  the  affairs  of 
companies  in  which  Lehman  Brothers  are  interested?  A. 
Oh,  anything  is  liable  to  be  discussed  with  a  lot  of  partners. 

Q.  As  a  general  practice,  would  you  discuss  the  affairs 
of  companies  of  which  Lehman  partners  were  directors? 
A.  I  wouldn’t. 

Q.  You  would  not?  [196]  A.  No. 

Q.  Have  you  in  the  past  discussed  the  affairs  of  Con¬ 
solidated  Vultee  with  the  other  partners  of  Lehman 
Brothers  at  these  lunches?  A.  Not  that  I  can  remember. 
I  might  have  said  something  in  a  general  way  about  it;  I 
probably  have,  but  I  have  never  asked  for  any  guidance 
or  help  or  anything  of  that  kind. 

Q.  Have  other  partners  of  Lehman  Brothers,  as  a  gen¬ 
eral  matter,  discussed  the  affairs  of  companies  of  which 
they  are  directors,  at  these  lunches? 

Mr.  Seligman:  Mr.  Examiner,  I  would  like  to 
object  to  that  question.  The  question  about  what 
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I 

the  practice  of  other  companies  and  other  partners 
is  is  not  in  issue  at  the  present  time.  The  question 
is  whether  or  not  Mr.  Hertz,  of  Consolidated  Vultee, 
did. 

Mr.  Kennedy:  No.  The  questions  that  are  in 
issue  are  the  activities  of  the  Lehman  partners;  who 
were  directors  of  the  various  enterprises  that  are 
.  involved  in  this  proceeding. 

Examiner  Bryan:  You  are  talking  about  the 
discussions  at  the  lunches,  are  you? 

Mr.  Kennedy:  That  is  right. 

Mr.  Seligman:  If  the  question  is  limited  to  con¬ 
versations  in  connection  with  the  companies  involved 
in  these  proceedings,  I  withdraw  the  objection. 

Mr.  Kennedy:  I  am  just  trying  to  determine  the 
general  practice.  I  just  want  to  explore  that;  and 
then  I  want  to  proceed  to  the  specific  companies. 

[197]  Mr.  Seligman:  If  it  is  a  question  beyond 
these  companies  involved,  then  I  object  to  it. 

Examiner  Bryan:  I  think  it  is  a  good  question; 
to  determine  the  general  policy  at  the  lunches: 

Mr.  Kennedy:  I  will  rephrase  it. 

By  Mr.  Kennedy: 

Q.  As  a  general  practice,  do  the  partners  of  Lehman 
Brothers,  who  are  directors  of  various  companies,  discuss 
the  affairs  of  those  companies  at  firm  lunches?  A.  I  have 
heard  a  discussion  of  companies’  affairs,  but  not  very  often. 
The  lunches  are  usually  given  over  toward  discussion  of 
new  business,  how  the  prospects  are  coming  along,  and 
whether  we  w*ant  to  do  certain  businesses,  or  not.  That 
is  the  main  part  of  those  lunches. 

Q.  Coming  specifically  now  to  the  three  airlines  which 
are  involved  in  the  proceeding,  do  you  recall  any  discus¬ 
sions  at  those  lunches  involving  the  affairs  of  Pan-Ameri¬ 
can?  A.  No. 
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Q.  Do  you  recall  any  discussions  at  those  lunches  involv¬ 
ing  the  affairs  of  National?  A.  I  will  correct  that.  Pan- 
American,  I  have  heard  some  discussion  on  some  of  their 
financing  several  years  ago.  That  is  the  only  company. 

Q.  Do  you  recall  any  discussions  on  the  subject  of 
National  at  those  lunches?  A.  No. 

Q.  Do  you  recall  any  discussion  on  the  subject  of  Con¬ 
tinental  at  these  lunches?  [198]  A.  No,  excepting  what 
I  told  you.  I  told  you  about  Mr.  Ehrman.  Mr.  Ehrman 
said  at  one  of  the  lunches  that  the  Continental  people  were 
negotiating  to  buy  some  new  planes,  and  among  them  were 
the  Consolidated  Vultee. 

Mr.  Seligman :  In  other  words,  you  are  referring 
to  what  you  testified  earlier? 

The  Witness:  That  is  right. 

By  Mr.  Kennedy: 

Q.  That  is  the  only  discussion  as  to  Continental  ?s 
affairs  that  you  recall?  A.  I  never  had  any  others. 

Q.  Apart  from  discussions  at  these  lunches,  did  you, 
on  any  other  occasions,  or  under  any  other  circumstances, 
discuss  with  other  partners  of  Lehman  Brothers  the  affairs 
of  companies  of  which  they  may  have  been  directors?  A. 
I  might  have  done  that,  but  nothing  remains  distinctly  in 
my  memory.  Of  course,  there  is  bound  to  be  talk  about  a 
lot  of  things. 

Q.  Do  you  recall  participating  in  discussions  with  Mr. 
Robert  Lehman  on  the  subject  of  Pan-American?  A.  No, 
I  never  discussed  it  with  him ;  only  in  a  very  general  way. 

Q.  Do  you  recall  ever  discussing  with  Mr.  Robert  Leh¬ 
man  the  problems  of  equipment  of  Pan-American?  A. 
Never. 

Q.  Do  you  recall  ever  discussing  with  Mr.  Joseph 
Thomas  the  problems  of  National  with  respect  to —  A. 
The  problems  of  National? 

Q.  Yes.  [199]  A.  I  never  discussed  them.  I  heard 
him  voice  some  of  them. 
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Q.  You  heard  Mr.  Thomas  express  some?  A.  Yes. 

Q.  "Would  this  be  at  firm  lunches  or  elsewhere?  A. 
Usually  elsewhere.  I  don’t  remember.  I  can’t  place  that. 

Q.  Do  you  recall  what  subjects  Mr.  Thomas  discussed 
in  connection  with  National?  A.  No,  I  can’t  remember 
that;  the  business  troubles  of  any  transportation  corpora¬ 
tion. 

Q.  Have  these  discussions  on  the  subject  of  National 
been  fairly  recent?  A.  No.  The  last  discussion  I  had  on 
National  was  several  years  ago.  There  was  no  discussion, 
but  I  heard — Thomas  sits  right  opposite  from  me,  and 
every  once  in  a  while  I  will  hear  a  telephone  conversation 
and  he  will  say  something  to  me.  But  no  discussions, 
really. 

Q.  When  you  say  he  sits  opposite  you,  you  mean  you 
occupy  the  same  office?  A.  Yes.  Most  of  us  sit  in  one 
large  room. 

Q.  Could  you  describe  that  room,  Mr.  Hertz?  I  mean: 
how  is  it  arranged?  A.  It  is  a  long  room,  with  an  aisle 
in  the  center  and  about,  oh,  I  don’t  know,  twelve,  fourteen 
desks  ranged  along  the  wall,  on  both  sides  of  the  aisle. 

Q.  And  the  partners  are  all  located  in  that  room?  A. 
The  partners  have  all  got  desks  in  that  room.  Same  of 
them  have  private  offices  besides. 

[200]  Q.  And  in  general,  how  much  time  do  they  spend 
at  their  desks,  and  how  much  in  their  offices?  A.  The  part¬ 
ners  at  Lehman  Brothers  are  all  individualists  and  tbev 
do  as  they  please,  pretty  near.  But  that  is  a  fact,  j 

Q.  Did  Mr.  Thomas  ever  discuss  with  you  the  subject 
of  National’s  relations  with  Pan-American?  A.  No. 

Q.  Were  you  ever  present  at  any  discussions  where  he 
discussed  that  matter  with  other  partners  of  Lehman 
Brothers?  A.  No,  not  that  I  remember.  I  don’t  remember. 

Q.  Turning  next  to  Continental,  apart  from  the  item  to 
which  you  have  already  testified,  did  you  ever  have  dis¬ 
cussions  with  Mr.  Ehrman  on  the  affairs  of  Continental? 
A.  Never. 
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Q.  Let  me  ask  you:  In  general,  have  you  participated 
in  any  discusions  with  any  partners  of  Lehman  Brothers 
on  the  affairs  of  Pan-American  or  National  or  Continental? 

A.  No. 

Q.  Mr.  Hertz,  could  you  look  at  Exhibit  PC-110,  please. 
The  first  question,  Mr.  Hertz,  is:  Did  you  participate  in 
any  discussions  looking  toward  a  merger  of  Consolidated 
Vultee  and  Lockheed?  A.  Yes. 

Q.  With  whom  did  you  have  such  discussions  ?  A.  With 
Victor  Emanuel  and  one  of  his  partners  [201]  named 
O’Hara;  Thomas  O’Hara,  with  an  associate. 

Well,  that  is  about  all.  And  there  was  some  talk,  there 
must  have  been  some  talk  at  the  meetings  that  I  don’t 
remember. 

Q.  Mr.  Victor  Emanuel  would  have  been  on  the  Con¬ 
solidated  Vultee  side  of  the  transaction;  is  that  right? 
A.  Yes. 

Q.  And  Mr.  O’Hara  was  associated  with  Mr.  Eman¬ 
uel?  A.  That  is  right. 

Q.  In  what  capacity  was  Mr.  O’Hara  associated?  A.  I 
can’t  describe  the  offices.  He  makes  his  offices  there. 

Q.  At  Victor  Emanuel’s?  A.  Yes.  And  he  was  Mr. 
Emanuel’s  father’s  partner  and  stayed  with  the  board 
right  along,  without  any  office,  without  any  salary. 

Q.  You  said,  “He  makes  his  offices  there.”  Did  you 
mean  at  Avco,  or  at  Emanuel  Detjen  &  Co.,?  A.  Avco. 

Q.  You  mentioned  another  associate.  Do  you  recall  his 
name?  A.  No.  There  were  some  office  people  around  there. 
I  don’t  remember  their  names. 

Q.  When  you  say  office  people,  do  you  mean  people  in 
the  Avco  offices?  A.  Yes. 

Q.  And  this  man  was  presumably  working  for  Avco ;  is 
that  right?  A.  Yes. 

[202]  Q.  Did  you  participate  in  any  discussions  with 
any  of  the  Lockheed  people,  or  anybody  acting  on  behalf 
of  Lockheed  or  in  the  interest  of  Lockheed?  A.  I  believe 
I  was  present  at  one  discussion  with  Mr.  Gross. 
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Q.  And  Mr.  Gross,  for  the  record,  would  be  the  presi¬ 
dent  of  Lockheed?  A.  That  is  right.  One  or  two  discus¬ 
sions. 

Q.  Turning  first  to  your  discussions  with  Mr.  Emanuel 
and  Mr.  O’Hara  and  with  Mr.  Emanuel’s  unnamed  asso¬ 
ciate,  did  you  discuss  with  any  of  the  three  gentlemen  the 
question  of  Lehman  Brothers  doing  some  work  in  connec¬ 
tion  with  that  merger?  A.  I  must  have. 

Q.  You  did.  A.  I  don’t  remember,  but  I  must  have 
in  the  natural  course  of  events. 

Q.  Did  you  discuss  the  subject  of  whether  Lehman 
Brothers  would  be  compensated  for  such  work?  A.  I  don’t 
remember.  I  must  have.  Naturally,  if  we  are  going  to 
do  some  work  we  should  be  compensated. 

Q.  Did  you  discuss  with  Mr.  Emanuel  or  Mr.  O’Hara 
or  his  unnamed  associate  the  question  of  whether  Lehman 
Brothers  would  in  the  future  have  a  participation  in  the 
financings  of  the  merged  companies?  A.  I  don’t  remember. 

Q.  You  don’t  recall  the  answer  to  that  one  way  pr  the 
other?  A.  No.  I  don’t  remember. 

[203]  Q.  Let  me  ask  you  next:  In  your  discussions 
with  Mr.  Gross,  did  you  discuss  with  him  the  problem  of 
whether  or  not  Lehman  Brothers  might  do  some  work?  A. 
No,  not  that  I  remember. 

Q.  Did  you  discuss  with  him  the  subject  of  a  role  for 
Lehman  Brothers  in  future  financings?  A.  I  did  not.  I 
would  like  to  add  to  that:  I  did  not,  to  the  best  of  mv 
recollection. 

Q.  Remaining  on  the  subject  of  a  prospective  merger 
of  Consolidated  Vultee  and  Lockheed,  did  you  discuss  that 
subject  with  Mr.  Donald  McDonnell,  of  Blvth  and  Com¬ 
pany?  A.  No.  ; 

Q.  Did  you  discuss  it  with  any  other  investment 
bankers?  A.  No.  There  was  some  chap  in  there,  ydiose 
name  I  don’t  remember.  I  don’t  even  remember  whether 
he  was  an  investment  banker,  or  not.  But  he  was  the 
originator  of  the  thought.  He  had  some  kind  of  financial 
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connections.  I  don’t  remember  the  fellow’s  name.  I  don’t 
know  what  the  connection  was. 

Q.  "Was  he  on  the  Consolidated  Vultee  side?  A.  I 
don’t  believe  he  was  on  any  side.  He  just  brought  the  deal, 
I  think,  to  both  of  them.  I  think  it  was  his  idea. 

Q.  He  was  in  the  nature  of  a  promoter?  A.  Promoter. 

Q.  And  he  didn’t  have  any  affiliations  with  either  Lock¬ 
heed  or  Consolidated  Vultee?  A.  No. 

[204]  Q.  Can  you  recall  his  name?  A.  No,  I  can’t. 

Q.  Do  you  think  he  may  have  had  a  banking  connec¬ 
tion,  but  you  don’t  recall?  A.  When  I  say  no,  I  just  -want 
to  put  that  exception  in  there,  because  he  might  have  had 
the  banking  connection. 

The  Witness :  Can  I  be  excused  for  a  few  minutes? 

Examiner  Bryan:  We  will  take  a  few  minutes’ 
recess. 

(A  short  recess  was  taken.) 

Examiner  Bryan:  Proceed. 

By  Mr.  Kennedy: 

Q.  Mr.  Hertz,  one  of  the  other  directors  of  Consolidated 
Vultee  Aircraft  Corporation  is  Mr.  Francis  A.  Callery;  is 
that  right?  A.  He  was. 

Q.  Mr.  Hertz,  would  you  take  this,  subject  to  correction : 
that  Mr.  Callerv  was  a  director  of  Consolidated  Vultee  Air- 
craft  Corporation  until  November  20, 1947  ?  The  first  ques¬ 
tion  I  want  to  ask  you :  Of  what  company  was  he  a  director 
prior  to  the  merger?  W'as  it  Consolidated,  or  Vultee?  A. 
Consolidated,  I  think. 

Q.  Assuming  it  "was  Consolidated,  I  take  it  we  can 
assume  that  this  date  is  correct  and  it  was  from  December 
1941.  A.  I  didn’t  hear  that. 

Q.  Let  me  just  make  a  statement,  which  I  ask  you  to 
take  subject  to  correction:  Mr.  Callery  became  a  director 
of  Consolidated  Aircraft  Corporation  in  December  [205] 
1941  and  continued  as  a  director  of  Consolidated  Aircraft 
Corporation  until  its  merger  into  Consolidated  Vultee  Cor- 
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poration,  and  continued  as  a  director  of  Consolidated  Vul- 
tee  Corporation  until  November  1947. 

Is  that  substantially  correct,  to  the  best  of  your  recol¬ 
lection?  A.  Yes,  but,  of  course,  I  don’t  remember  those 
dates. 

Q.  But  subject  to  the  dates  being  correct?  A.  YesL 

Q.  The  only  question  I  want  to  ask  you  in  connection 
with  Mr.  Callery  is :  Was  he  a  partner  or  employee  of  Leh¬ 
man  Brothers  during  any  of  that  period?  A.  No. 

Q.  Did  he  have  any  business  association  with  Lehman 
Brothers?  A.  Not  that  I  know  of.  Not  with  me,  and  I 
don’t  know  of  anybody  else. 

Q.  Mr.  Hertz,  I  have  a  few  questions  to  ask  you  about 
these  bus  companies  with  which  you  are  connected.  There 
are  three  of  them,  as  I  understand  the  exhibit :  The  Omni¬ 
bus  Corporation,  the  Chicago  Motor  Coach  Company,  the 
New  York  City  Omnibus  Corporation.  A.  The  Omnibus 
Corporation  is  a  holding  company  for  the  other  two  com¬ 
panies. 

Q.  That  is  the  question  I  was  going  to  ask  you.  The 
Omnibus  Corporation  controls  the  other  two?  A.  That  is 
right. 

Q.  Does  the  Omnibus  Corporation  do  any  operating  at 
[206]  all.  A.  No,  sir. 

Q.  And  the  Chicago  Motor  Coach  Company  is  a  bus 
company  operating  in  the  City  of  Chicago;  is  that  right? 
A.  Yes. 

Q.  And  the  New  York  City  Omnibus  Corporation  is  a 
corporation  operating  in  the  City  of  New  York?  A.  Yes. 

Q.  Neither  the  Chicago  Motor  Coach  Company  nor  the 
New  York  City  Omnibus  Corporation  operate  outside  the 
city  limits,  do  they?  A.  No. 

Q.  I  wanted  to  go  back  a  little  bit  to  the  subject  of  your 
interest  in  aircraft  manufacturing.  Could  you  tell  us  how 
that  interest  arose  and  why  you  wanted  to  get  into  that 
business?  A.  Yes.  I  was  operating  taxicabs  and  motor 
coaches  at  the  end  of  the  first  war,  and  I  had  an  idea  that  I 
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wanted  to  add  airplane  taxi  service  to  it.  I  bought  some 
old  planes  from  the  government,  ten  of  them,  I  think.  I 
realized,  after  an  effort,  that  they  weren’t  safe  enough  and 
couldn’t  be  properly  operated,  and  got  out  of  it.  But  I 
always  felt  that  airplane  transportation  was  so  similar  to 
motor  coach  transportation.  Motor  coach  operators  have 
got  to  make  a  profit  of  a  fraction  of  a  cent  per  mile,  and  I 
thought  that  the  airplane  operators  were  trying  to  do  it 
by  the  dollar  per  inch,  and  I  wanted  to  take  a  look  and  see 
whether  I  couldn’t  do  it. 

Q.  Subsequently,  you  became  a  controlling  stockholder 
of  TWA,  you  were  saying  just  a  moment  ago ;  is  that  [207] 
right?  A.  Yes. 

Q.  And  it  was  because  of  your  interest  in  the  airline 
business  that  you  became  interested  in  going  with  Lehman 
Brothers?  A.  Well,  I  wouldn’t  say  that.  I  felt,  when  I 
joined  Lehman  Brothers,  that  it  would  be  helpful  to  me, 
it  might  be  helpful  to  me,  to  get  into  the  airplane  business. 

Q.  And  that  was  because,  in  general,  they  w*ere  active 
in  that  business?  A.  Generally,  they  had  control.  I  didn’t 
know  much  of  their  banking  business,  but  they  had  control 
of  a  lot  of  money.  They  were  an  old,  powerful  firm,  and 
I  couldn’t  buy  an  airplane  company  outright  myself. 

Q.  And  they  had  connections  in  that?  A.  I  don’t  know’ 
what  connections.  Naturally,  I  presume  they  had  connec¬ 
tions,  but  I  don’t  remember  any  particular  connections. 

Q.  You  referred  to  the  fact  that  you  were  a  controlling 
stockholder  of  TWA.  Was  that  in  your  own  right?  A. 
No,  by  the  right  of  my  family,  my  immediate  family,  my 
children  and  my  wife. 

Q.  Did  Lehman  Brothers  have  any  substantial  interest 
in  TWA?  A.  I  don’t  remember  that  any  more. 

Q.  Not  as  far  as  you  can  recall?  A.  Well,  they  must 
have  had  some,  but  I  don’t  remember  howr  much. 

Q.  Well,  you  and  your  family  sold  your  interest  to  Mr. 
[208]  Howmrd  Hughes;  is  that  right?  A.  That  is  right. 
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Q.  Could  you  place  approximately  the  date  of  that?  A. 
No,  I  can’t.  j 

Q.  Would  it  be,  say,  about  1942  or  thereabouts?  A.  I 
can’t  say. 


Mr.  Kennedy :  That  is  all  I  have,  Mr.  Examiner. 
Examiner  Bryan:  All  right,  Mr.  Seligman. 


Cross  examination  by  Mr.  Seligman: 

i 

Q.  Mr.  Hertz,  going  back  now  to  Consolidated  Vultee 
and  its  predecessor,  Consolidated  Aircraft,  did  you— and 
including  in  the  term  “you”  your  immediate  family,  wife 
and  children — have  at  any  time  a  substantial  stock  interest 
in  this  company?  A.  We  were  the  largest  holders.  My 
family  were  the  largest  holders  of —  Pardon  me,  what 
company? 

Q.  Consolidated  Vultee. 

I 

Examiner  Bryan:  Do  you  want  that  question 
read? 

The  Witness:  No,  I  have  it.  I  just  have  the 
name  mixed  up. 

Yes,  we  were  substantial.  My  family  was  a  very 
substantial  holder. 


By  Mr.  Seligman: 

Q.  This  stock  was  acquired  by  you  and  vour  family 
after  you  became  a  director,  Mr.  Hertz;  is  that  correct? 
A.  Yes.  ; 

Q.  What  would  you  say,  roughly,  was  the  maximum 
amount  of  stock  which  you  and  your  family  at  that  time 
owned?  [209]  The  largest  amount?  A.  Oh,  fifteen,  six¬ 
teen,  seventeen  thousand  shares. 

Q.  And  that  stock  had  a  value,  roughly  of  about —  A. 
Oh,  sixteen  dollars  a  share. 
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Q.  So  we  are  talking  about  an  investment,  then,  of 
several  hundred  thousand  dollars?  A.  Couple  hundred 
thousand  dollars,  yes. 

Q.  How  much  stock  approximately  do  you — and  again 
by  “you”  I  include  your  immediate  family — own  now? 
A.  Between  three  and  four  thousand  shares. 

The  Witness:  Off  the  record. 

Examiner  Bryan:  Yes. 

(Discussion  off  the  record.) 

Examiner  Bryan:  All  right. 

By  Mr.  Seligman : 

Q.  I  would  like  you  to  repeat,  Mr.  Hertz,  just  what  you 
said  off  the  record  about  the  stockholders.  A.  I  am  a  sub¬ 
stantial  stockholder  in  every  company  in  which  I  am  a 
director.  I  never  accept  a  directorship  unless  I  believe  in 
the  company ’s  future  and  that  I  can  be  of  some  help  to 
them,  so  that  I  am  willing  to  put  my  money  in  and  let  it 
ride  along. 

Q.  Mr.  Hertz,  I  would  like  to  ask  you  just  a  very  few 
questions  in  regard  to  your  directorship  of  Consolidated 
Vultee. 

Do  the  director’s  fees  which  you  receive  go  to  Lehman 
Brothers,  or  are  they  retained  by  you?  A.  They  are 
retained  by  me. 

Q.  When  questions  come  up  for  vou,  as  a  director, 
[210]  to  decide  on  how  to  vote,  do  you  or  have  you  ever 
conferred  with  any  one  or  more  of  your  partners  at  Leh¬ 
man  Brothers  before  voting?  A.  No,  I  never  have. 

Q.  Is  there  any  provision  in  the  partnership  agreement 
of  Lehman  Brothers  which  requires  or  provides  in  any 
way  for  any  one  partner  who  is  a  director  of  the  company 
conferring  with  or  getting  the  advice  of  or  instructions 
from  any  other  partner?  A.  There  is  not. 
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i 

Mr.  Kennedy:  Mr.  Examiner,  I  object  to  that  on 
the  ground  that  the  agreement  would  speak  for  itself. 

Examiner  Brvan:  Is  the  agreement  in  evidence? 

Mr.  Kennedy:  No,  it  is  not. 

Examiner  Bryan:  Is  it  going  to  be  offered? 

Mr.  Kennedy:  We  have  not  asked  for  it.  If  Mr. 
Seligman  wants  to  make  it  available  it  is  all  right. 

Mr.  Seligman:  One  of  the  questions  which  was 
asked  by  public  counsel  and  as  to  which  we  have 
furnished  an  answer  is  this  question.  Now  it  seems 
to  me  that  public  counsel  having  asked  the  question, 
having  asked  us  to  answer  it,  we  are  entitled  to 
answer  it  through  this  witness. 

Examiner  Bryan:  All  right,  he  may  answer. 

Mr.  Kennedy:  I  don’t  think  he  is  entitled  to 
answer  it  through  this  witness,  Mr.  Examiner^  the 
question  of  what  the  agreement  says.  The  agree¬ 
ment  is  obviously  the  best  evidence. 

Examiner  Bryan:  He  may  answer  the  question. 

Mr.  Seligman:  I  think  the  witness  had  already 
answered  [211]  before  the  objection. 

The  Witness:  There  is  not. 

I 

By  Mr.  Seligman: 

Q.  Mr.  Hertz,  when  you  are  acting  as  a  director  of 
Consolidated  Vultee,  are  you  in  any  way  acting  as  repre¬ 
sentative  or  nominee  of  any  one  or  more  of  your  partners 
of  the  firm  of  Lehman  Brothers? 

Mr.  Kennedy:  Mr.  Examiner,  I  would  like  to 
object  to  that  not  on  the  ground  of  objection  to  the 
general  subject,  but  I  think  the  form  of  the  question 
is  wrong.  It  asks  for  a  legal  conclusion  on  the  part 
of  Mr.  Hertz. 

Examiner  Bryan:  There  is  a  legal  question 
involved  there. 


Colloquy. 


Mr.  Kennedy:  I  think  it  would  be  in  order  for 
him  to  say:  Does  he  act  under  direction  or  after 
consultation  with,  or  any  question  along  that  line. 
I  think  the  form  of  the  question  is  objectionable. 

Mr.  Seligman:  I  have  already  gotten  the  witness’ 
answer  that  he  doesn’t  act  in  accordance  with  the 
instructions  of  his  partners,  and  I  think  that  this  is 
a  question  partly  of  law  and  partly  of  fact  and  that 
I  am  entitled  to  bring  out,  as  far  as  the  factual 
aspect  is  concerned — 

Examiner  Bryan:  As  long  as  it  is  restricted  to  a 
question  of  fact,  it  is  all  right. 

Mr.  Seligman:  Right. 

Mr.  Kennedy:  I  never  understand  the  distinc¬ 
tions  between  what  is  law  and  what  is  fact  and  I 
sometimes  wonder  if  anybody  else  does,  either. 

Mr.  Seligman:  That  is  one  reason  why  we  made 
the  [212]  motion  here  in  the  effort  of  trying  to 
separate  them  out.  That  motion  was,  unfortunately, 
denied. 

Mr.  Kennedy:  It  seems  to  me  that  the  question  is 
one  which  calls  for  a  conclusion  of  the  witness  and 
one  that  neither  the  Examiner  nor  the  Board  will 
get  any  help  out  of  if  answered.  I  think  the  Exam¬ 
iner  and  the  Board  can  get  a  great  deal  of  help  out 
of  the  earlier  questions  that  Mr.  Seligman  has  asked 
along  this  line.  If  he  has  any  further  specific  ques¬ 
tions,  I  would  certainly  think  they  would  be  in  order, 
but  this  particular  question  seems  to  me  to  be  asking 
for  a  conclusion  on  a  general  subject,  where  there 
is  no  specific  factual  reference  which  would  help 
either  the  Examiner  or  the  Board. 

Examiner  Bryan:  Read  the  question,  please? 

The  Reporter  (reading):  “  Question:  Mr.  Hertz, 
when  you  are  acting  as  a  director  of  Consolidated 
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Vultee,  are  you  in  any  way  acting  as  representative 
or  nominee  of  any  one  or  more  of  your  partners  or 
the  firm  of  Lehman  Brothers?” 

Mr.  Seligman:  Mr.  Examiner,  it  seems  to  me 
that  this  is  the  essence  of  the  case  which  this  pro¬ 
ceeding  involves.  As  we  tried  to  point  out,  there 
are  two  aspects  of  the  problem.  One  is  whether, 
as  a  matter  of  law,  the  partner  is  or  is  not  repre¬ 
sentative  of  his  other  partners. 

The  other  is  wholly  apart  from  the  matter  of 
law:  Is  he  in  fact? 

It  seems  to  me  I  am  entitled  to  bring  out  from 
this  witness  the  question  of  whether  he  is  acting  in 
fact  an  agent  for  somebody  else  or  is,  in  fact,  acting 
as  principal,  [213]  without  any  obligation  of  agency 
to  anybody  else  as  far  as  the  facts  are  concerned. 

Examiner  Bryan:  All  right,  he  may  answer  the 
question.  i 

The  Witness:  No.  j 

i 

By  Mr.  Seligman : 

Q.  Mr.  Hertz,  I  asked  you  before  about  voting  as  a 
director.  I  would  now  like  to  put  it  just  as  broadly  as 
possible.  In  any  of  your  activities  in  vour  functions  as 
a  director  in  Consolidated  Vultee,  have  you  in  any  way 
followed  the  instructions  of  any  of  your  partners  of  the 
firm,  or  the  recommendations  of  any  of  the  partners  of  the 
firm?  Or  have  you  been  subject  in  any  way  in  those  actions 
to  the  orders  of  any  partner  of  the  firm?  A.  I  have  not. 
If  anybody  tried  to  get  me  to  do  it,  I  wouldn’t  stay  around. 

Q.  Mr.  Hertz,  while  I  don’t  want  to  ask  you  any  embar¬ 
rassing  questions,  is  it  not  the  fact  that  when  you  were 
invited  by  Mr.  Fleet  to  go  on  Consolidated  Vultee,  that  you 
were  invited  because  of  your  own  self,  and  your  own  quali¬ 
fications  and  not  because  of  any  other  reason? 
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Mr.  Kennedy:  Mr.  Examiner,  I  object  to  that. 

He  can  testify  as  to  what  Mr.  Fleet - 

By  Mr.  Seligman: 

Q.  In  so  far  as  Mr.  Fleet,  in  discussing  with  you,  gave 
the  reason  for  inviting  you.  A.  Mr.  Fleet  invited  me 
without  having  talked  to  any  other  member  of  Lehman 
Brothers  or  met  any  of  them. 

Q.  And  what  did  Mr.  Fleet  give  you  as  the  reasons  why 
he  wanted  you  on,  Mr.  Hertz?  [214]  A.  A  partner  went 
over  my  head  and  told  him  my  manufacturing  experience 
would  be  of  benefit  to  him. 

Q.  Mr.  Hertz,  you  made  a  statement  earlier,  in  response 
to  one  of  the  questions  of  Mr.  Kennedy — I  have  forgotten 
just  how  you  phrased  it — but  the  general  purport  of  it 
was  that  while  acting  as  a  director  of  Consolidated  Vultee 
you  naturally,  or  normally — I  have  forgotten  the  phrase 
you  used — did  everything  you  thought  you  properly  could 
to  help  the  firm  of  Lehman  Brothers  get  business. 

I  would  like  to  ask  you  whether  that  statement  that 
you  made  is  in  any  way  inconsistent  with  the  statement 
you  just  made  to  me  a  few  minutes  ago,  that  you  have  not, 
as  a  director  of  Consolidated,  been  acting  as  agent  for 
Lehman  Brothers  or  representing  Lehman  Brothers  but 
acting  for  yourself?  A.  Not  at  all.  I  can’t  see  any  con¬ 
nection  between  the  two.  Surely  I  wouldn’t  have  joined 
Lehman  Brothers  if  I  didn’t  like  the  atmosphere  and  gen¬ 
eral  conditions.  It  was  perfectly  natural  for  me  to  do  what 
I  can  to  help  them  legitimately.  It  would  be  perfectly 
unnatural  for  anybody  to  tell  me  how  to  do  it,  though. 
Nobody  has. 

Does  that  answer  your  question? 

Mr.  Seligman:  I  think  it  does. 

That  is  all,  Mr.  Examiner. 


Deposition  of  J.  D.  Hertz ,  for  Public  Counsel — Re-direct. 

Mr.  Kennedy :  Could  I  just  try  to  clarify  three 
matters,  Mr.  Examiner? 

Examiner  Bryan:  All  right. 

[215]  Re-direct  examination  by  Mr.  Kennedy : 


Q.  First :  As  a  partner  of  Lehman  Brothers,  you  would 
share  in  any  profits  of  the  business,  would  no  not?  A.  Yes, 
Ido. 

Q.  Second :  Did  you  become  a  director  of  Consolidated 
Vultce  before  you  and  your  family  acquired  stock  in  that 
company,  or  did  you  first  become  stockholders  and  then  you 
became  a  director?  A.  I  don’t  remember  that  any  more. 
The  two  must  have  been  pretty  close  together,  either  one 
way  or  the  other,  but  I  don’t  remember. 

Q.  In  any  event,  they  were  quite  close  together?  A.  It 
must  have  been  after  I  was  a  director  because  I  became  a 
director  almost  immediately  after  meeting  with  Fleet. 

Q.  Did  you  ask  Mr.  Fleet  if  you  could  become  a  director 
of  his  company,  or  did  he  approach  you?  Did  you  make 
the  first  approach  on  that?  A.  He  approached  me.  'Well, 
I  created  the  approach  by  asking  Jack  Frye  to  tell  him  of 
my  anxiety  to  join  with  an  airplane  manufacturer,  and 
Fleet  was  interested  and  asked  Frye  to  make  an  appoint¬ 
ment  with  me;  which  he  did.  And  Fleet  and  Mr.  L&dden 


came  down  to  Miami  Beach  and  spent  two  or  three 
there. 


days 


Mr.  Kennedy:  That  is  all,  Mr.  Examiner. 

Examiner  Bryan :  Mr.  Hartshorn? 

Mr.  Hartshorn:  I  have  no  questions. 

Examiner  Brvan :  I  have  just  one  or  two. 

[216]  In  handling  financial  issues  for  companies, 
such  as  stock  issues,  what  is  the  basis  of  compensa¬ 
tion  of  Lehman  Brothers?  Is  it  the  same  as  that  of 
other  investment  bankers,  or  is  there  any  difference? 

The  Witness:  They  set  their  own.  There  are 
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different  cases,  different  circumstances,  the  amount 
of  work,  and  that. 

Examiner  Bryan:  Just  a  matter  of  agreement? 

The  Witness:  The  amount  of  risk  involved,  and 
thev  can’t  set  that. 

Examiner  Bryan:  Are  there  any  further  ques¬ 
tions  ? 

By  Mr.  Kennedy: 

Q.  Just  a  little  bit  by  way  of  clarification  on  that  point, 
Mr.  Hertz :  The  different  underwriters  for  the  same  offer¬ 
ing  might  be  compensated  on  a  different  basis ;  is  that  right? 
In  other  words,  one  or  two  of  the  underwriters,  who  might 
be  managers  of  the  syndicate  might  get  a  fee  for  their 
managerial  services.  A.  I  understand  so.  I  have  never 
done  any  of  it,  but  I  understand  so. 

Q.  This  is  perhaps  a  little  bit  new  and  may  be  objec¬ 
tionable,  but  I  was  just  going  to  ask:  Do  you  actively 
participate  in  handling  issues  of  securities?  A.  No. 

Q.  You  don’t  do  any  of  that  Avork  with  Lehman 
Brothers?  I  don’t  do  any  banking  work,  detailed  banking 
work. 

Mr.  Kennedy:  That  is  all,  Mr.  Examiner. 

Examiner  Bryan:  If  there  are  no  further  ques¬ 
tions  that  concludes  the  deposition. 
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CONTINENTAL  STOCKHOLDERS  HOLDING  ONE 
PERCENT  OR  MORE  OF  CONTINENTAL’S 
CAPITAL  STOCK* 

(Public  Counsel’s  Request  for  Evidence  I,  1.) 


„  (1) 

Stockholder 

(2) 

No.  of 
Shares 

(3) 

Percent 
to  Total 

Lawrence  C.  Ames, 

20  Hill  wood  Place, 

Oakland,  California  . 

8,800 

| 

2.8 

J.  Barth  &  Company, 

482  California  Street, 

San  Francisco,  California . 

4,100 

1.3 

Rudolph  L.  Bergfeld, 

2507  Main  Street, 

Dallas,  Texas  . 

4,000 

1.3 

Avery  Black, 

c/o  Lockheed  Aircraft  Corp., 

Burbank,  California . 

4,000 

i 

1.3 

Sheldon  G.  Cooper  and  Ralph  L.  Inglis, 
Trustees  for  Susan  E.  Mueller, 

Crocker  Building, 

San  Francisco,  California . 

4,050 

1.3 

Leonard  B.  Daniels  and  Jeanne  F.  Daniels, 
320  California  Street, 

San  Francisco,  California . 

Held  in  name  of  Leonard  B.  Daniels  only 

13,950 

250 

4.6 

Estate  of  William  H.  Erhart,  E.  Henriette 
Erhart,  Thomas  Roberts,  and  C.  Hunt¬ 
ington  Erhart,  as  Executors, 
c/o  Thomas  Roberts, 

63  Wall  Street, 

New  York  City,  New  York . 

62,050 

i 

j 

20.1 

*309,406  shares  issued  and  outstanding.  This  list  reflects  holdings  as  of 
May  24,  1950.  j 
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CD 

(2) 

No.  of 

(3) 

Percent 

Stockholder 

Shares 

to  Total 

Ruth  K.  Heilman, 

482  California  Street, 

San  Francisco,  California . 

4,300 

1.4 

Lehman  Brothers, 

1  William  Street, 

New  York  Citv,  New  York . 

10,538 

3.4 

Irving  Lundborg  &  Co., 

486  California  Street, 

San  Francisco,  California . 

4,100 

1.3 

Merrill  Lynch,  Pierce,  Fenner  &  Beane, 

230  First  National  Bank  Building, 

Denver,  Colorado  . 

i,ii  i 

2.5 

Emma  Foldesy  Mueller, 

2845  Lake  Street, 

San  Francisco,  California . 

7,450 

2.4 

Louis  H.  Mueller, 

2845  Lake  Street, 

San  Francisco,  California . 

22,450 

7.3 

Frank  H.  Ricketson,  Jr., 

401  Race  Street, 

Denver,  Colorado  . 

3,500 

1.1 

Eli  H.  Wiel, 

c/o  Buckingham  &  Hecht, 

25  First  Street, 

San  Francisco,  California . 

5,000 

1.6 

Source:  Company  Records. 
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EQUIPMENT  PURCHASED  FROM  CONSOLIDATED 
VULTEE  AIRCRAFT  CORPORATION  BY 
CONTINENTAL  AIR  LINES,  INC.  AND  ! 
PRICE  PAID 


(Public  Counsel’s  Request  for  Evidence  I,  4.) 


CV-240 

Hull 

Engines 

Propellers 

Total 

N-90844 

$227,863.18 

$50,400.00 

$18,029.28 

$296,292.46 

N-90845 

227,863.17 

50,400.00 

18,029.28 

296,292.45 

N-90846 

227,863.17 

50,400.00 

18,029.28 

296^292.45 

N-90847 

227,863.17 

50,400.00 

18,029.28 

296^292.45 

N-90S48 

227,863.17 

50,400.00 

18,029.28 

296^292.45 

The  contract  for  the  purchase  of  the  five  aircraft  shown 
above  was  signed  on  August  17,  1946.  Preliminary  negotia¬ 
tions  leading  toward  the  purchase  of  said  equipment  com¬ 
menced  during  the  latter  part  of  1945  and  early  1946.  No 
spare  parts  were  purchased  with  the  aircraft. 

All  materials,  supplies,  and  spare  parts  purchased  by 
Continental  from  Consolidated  Vultee  Aircraft  Corporation 
during  the  year  1949  amounted  to  $59,486.63. 


Source:  Company  Records. 
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BUSINESS  TRANSACTED  WITH  AIR  EXPRESS 
INTERNATIONAL  AGENCY,  INC.  1944-1949 

(Public  Counsel’s  Request  for  Evidence  I,  5.) 

Continental  check  No.  C19615,  dated  May  31,  1946,  was 
issued  to  Air  Express  International  Agency,  Inc.,  in  the 
amount  of  $160.00,  in  payment  of  invoice  dated  May  14, 
1946,  covering  Continental  Exchange  Order  No.  4881, 
passage  Miami-La  Guaira  for  John  D.  Fralic. 

Continental  check  No.  B23371,  dated  June  8,  1949,  was 
issued  to  Air  Express  International  Agency,  Inc.,  in  the 
amount  of  $95.65,  covering  COD  charges  collected  from 
Western  Kansas  Sporting  Goods  Co.,  under  airbill  No. 
16-SFO-44834  dated  May  27, 1949,  Air  Express  No.  SFI-352 
for  account  of  Gantner  &  Mattern. 

Continental  check  No.  B26753,  dated  August  17,  1949, 
was  issued  to  Air  Express  International  Agency,  Inc.,  in 
the  amount  of  $7.25,  covering  COD  charges  collected  from 
A.  J.  Jarrett  under  airbill  No.  16-SFO-49328  dated  August 
2,  1949. 


Source:  Company  Records. 


Continental  Air  Lines  Exhibit  6. 

HISTORY  OF  CONTINENTAL  AIR  LINES  STOCK 


a.  Common  Stock 


(1) 

(2) 

Date  of 

Nature  of 

Sale 

Offering 

12/17/1934 

Private.... 

4/17/1937 

Private.... 

10/26/1937 

Private.... 

12/10-17/1938 

Private.... 

4/30/1939 

Private.... 

5/23/1939 

Private.... 

6/19/1939 

Private.... 

10/16/1939 

Private.... 

11/  3/1939 

Private.... 

2/21/1940 

Private.... 

3/15-31/1940 

Private.... 

4/  2-11/1940 

Private.... 

1/  1/1941 

4/13/1941 

Public  .... 

8/  2/1943 

On  option 

12/17/1943 

On  option 

7/11/1944 

On  option 

2/  6/1945 

On  option 

5/27/1948 

Public  .... 

(3) 

Purchaser 

Walter  T.  Varney . 

Wm.  H.  Erhart . 

Fred  and  Friedericka  Kipp  Ward. 
See  Note  irl . 


See  Note  #2 . 

L.  B.  Daniels  (300),  D.  J.  Aubertine  (25) 
Coors,  Milton  &  Co . 

O.  R.  Haueter . 

P.  Briggs  . 

See  Note  ir3 . 

See  Note  i£4 . 


F.  H.  Kuhn. 

R.  F.  Six . 

R.  F.  Six . 


b.  5% 


3/27/1942 
Retirements: 
1/31/1943 
4/24/1943 
12/31/1943 
2/16/1945 
12/  /1945 


Private....  Phillips  Petroleum  Company. 


Private. 

Private.. 

Private- 

Private. 

Private. 


Private.... 

Private.... 

Private.... 


Continental  Air  Lines,  Inc. 

Thomas  Jay  . 

S.  R.  Shatto . . 


(4) 

(5) 

^  <6> 

(7) 

(8) 

(9) 

Terms  of 

Offering 

Name  of 

Compensation 

No.  of 

Price 

Proceeds  to 

Investment 

to  Investment 

Shares 

Security 

Per  Share 

Continental 

Banking  Firm 

Banking  Firm 

250 

100.00  par 

$100.00 

$  25,000.00 

- - 

■  _ 

125 

100.00  par 

600.00 

75,000.00 

— 

— 

5 

100.00  par 

600.00 

3,000.00 

— 

— 

120 

100.00  par 

600.00 

72,000.00 

— 

— 

17,500 

10.00  par 

(5,000  shares  of  $10  par  stock  issued  for  500  shares  of  $100  par 

stock) 

(12,500  shares  of  $10  par  stock  issued  for  $125,000  Capital 

Surplus) 

1,715 

10.00  par 

25.00 

42,S75.00 

— 

— 

325 

10.00  par 

25.00 

8,125.00 

— 

— 

400 

10.00  par 

25.00 

10,000.00 

— 

— 

30 

10.00  par 

25.00 

750.00 

— 

— 

30 

10.00  par 

25.00 

750.00 

— 

■ - 

2,989 

10.00  par 

27.50 

82,197.50 

— 

- - - 

647 

10.00  par 

27.50 

17,792.50 

— 

— 

200,906 

1.25  par 

(200,906  shares  of  $1.25 

par  stock  issued  at  8Vo  to  1  for  the 

23,636  shares  of  $10  par  stock) 

50,000 

1.25  par 

$  3.75 

$187, 500.00 

Lehman  Brothers 

$  2,500.00* 

500 

1.25  par 

3.80 

1,900.00 

— 

— 

5,000 

1.25  par 

3.2353 

16,176.50 

— 

— 

3,500 

1.25  par 

3.2353 

11,323.50 

— 

— 

12,000 

1.25  par 

3.S0 

45,600.00 

— 

— 

37,500 

1.25  par 

7.20 

270,000.00 

Lehman  Brothers 

30,000.00** 

Cumulative  Preferred 

7,500 

10.00  par 

10.00 

75,000.00 

— 

— 

2,305 

10.00  par 

10.00 

23,050.00 

9 

10.00  par 

10.00 

90.00 

— 

— 

1,990 

10.00  par 

10.00 

19,900.00 

— 

— 

2,609 

10.00  par 

10.00 

26,090.00 

— 

— 

5S7 

10.00  par 

10.00 

5,870.00 

— 

— 

7,500 

75,000.00 

c.  Treasury 

150 

1.25  par 

$  3.80 

$  570.00 

— 

— 

50 

1.25  par 

25.00 

1,250.00 

- - 

100 

1.25  par 

19.50 

1,950.00 

— 

— 

*  In  the  sale  of  April  3,  1941,  the  offering  price  to  the  public  was  $3.S0  per  share.  The  difference  between  this  price  and  Continental’s  n*t  of  $3.75  per  share  constitutes  the 
compensation  “paid”  by  Continental  to  Lehman  Brothers.  In  addition,  Continental  gave  Lehman  Brothers  a  stock  option  to  purchase  12,500  slares  of  the  company’s  common  stock 
at  $3.80  per  share  (see  Exhibit  No.  CAL-8).  Continental  also  reimbursed  Lehman  Brothers  for  out-of-pocket  expenditures  made  on  behalf  of  Coitinental  in  the  sum  of  $500. 

**  In  the  sale  of  May  27,  1950,  the  price  to  the  public  was  $S.OO  per  share.  The  compensation  to  Lehman  Brothers  consists  of  the  diffcrenci  between  the  public  price  and  the  net 
to  Continental  of  $7.20  per  share. 


BEST  COPY  AVAILABLE 

from  the  original  bound  volume 
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National  Airlines  Exhibit  1. 

Persons  owning  one  percent  or  more  of  National’s  Capital  Stock 
and  the  amount  owned  by  each  of  such  persons 
as  of  March  14,  1950 


G.  T.  Baker 

c/o  National  Airlines,  Inc. 

Jacksonville  6,  Florida .  173,532  Shares 

Mrs.  G.  T.  Baker 

c/o  National  Airlines,  Inc. 

Jacksonville  6,  Florida .  6,400  Shares 

Bessemer  Securities  Corporation 

465  East  57th  Street  j 

New  York  22,  New  York .  29,313  Shares 

Dade  &  Co.  j 

c/o  First  National  Bank  of  Miami  ! 

P.  0.  2500  j 

Miami  30,  Florida .  10,000  Shares 

Delafield  &  Delafield 
14  Wall  Street 

New  York  5,  New  York .  58,933  Shares 

Francis  I.  Du  Pont  &  Co. 

1  Wall  Street 

New  York,  New  York .  10, OSS  Shares 

French  &  Co.  i 

c/o  The  Penna.  Co.  j 

Packard  Building 

Philadelphia,  Pa .  20,000  Shares 

W.  R.  Grace  &  Co.  I 

7  Hanover  Square  I 

New  York  5,  New  York .  174,000  Shares 


BEST  COPY  AVAILABLE 

from  the  original  bound  volume 
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Glide,  Winmill  &  Co. 

1  Wall  Street 

New  York  5,  New  York .  14,095  Shares 

H.  Hentz  &  Company 
60  Beaver  Street 

New  York,  New  York .  14,030  Shares 

Lehman  Brothers*  \ 

1  William  Street  j 

New  York,  New  York .  9,994*  Shares 

Gerald  M.  Livingston 
57  East  64th  Street 

New  York  21,  New  York .  12,720  Shares 


Merrill  Lynch,  Pierce,  Fenner  &  Beane 
70  Pine  Street 

New  York,  New  York . 

Harrv  S.  Parker,  Sr. 

c/o  Flashtric  Sign  Works 
3910  No.  Western  Avenue 
Chicago,  Illinois  . 

Thomson  &  McKinnon 
11  Wall  Street 

New  York,  New  York . 


19,327  Shares 


11,720  Shares 

10,150  Shares 


•Information  furnished  by  Transfer  Agent  showed  that  there  were  32,526 
shares  in  the  name  of  Lehman  Brothers.  Lehman  Brothers  advise  that  (of 
the  32,526  shares  held  by  them)  16,132  shares  are  owned  by  G.  T.  Baker  and 
6,400  by  Mrs.  G.  T.  Baker.  These  latter  shares  have  been  credited  to  Mr. 
and  Mrs.  Baker  in  the  above  listing  and  Lehman  Brothers’  holdings  have  been 
reduced  accordingly. 

i 

I 
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Business  Transactions  Between  National  Airlines,  Inc. 
and  Air  Express  International  Agency,  Inc. 


Total  Revenue 

Total  Revenue 

Custom 

Year- 

To  NAL 

To  AEIA 

Brokerage  Fees 

(1) 

(2) 

(3) 

1947 . 

. .  $1,435.59 

$  71.7S 

$11,415.92 

1948 . 

906.21 

46.51 

3,140.11 

1949 . 

.  8,253.56 

755.16 

157.49 

Column  #  1  reflects  the  revenue  to  National  Airlines  for  business  generated 
by  Air  Express  International  Agency. 

Column  #  2  reflects  the  commission  (5%)  paid  to  Air  Express  International 
Agency  on  and/or  for  the  business  generated  by  them. 

Column  if  3  reflects  the  charges  (Custom  fees,  duties,  Internal  Revenue  Tax, 
etc.)  paid  by  Air  Express  International  Agency  while  acting  as 
Brokers  for  National  Airlines,  Inc.  These  charges  were  reim¬ 
bursed  to  Air  Express  International  Agency  by  National  Airlines, 
Inc.,  and  borne  by  the  consignee  or  consignor  (added  to  the 
express  charges  on  the  waybill).  This  docs  not  reflect  actual 
earnings  to  either  National  Airlines,  Inc.  or  Air  Express  Inter¬ 
national  Agency  but  an  actual  Custom  Clearance  Cost  borne  by 
the  shipper  or  receiver. 

Note:  There  were  no  transactions  between  National  Airlines,  Inc.  and  Air 
Express  International  Agency  prior  to  1947. 
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EXHIBITS  OFFERED  BY  PAN  AMERICAN  WORLD 

AIRWAYS,  INC. 


Pan  American  Exhibit  4. 

Equipment  Purchased  from  Consolidated  Vultee  Aircraft 
Corporation  by  Pan  American  World  Airways,  Inc. 

Amounts 

$4,942,035.02 
464,103.15 

$5,406,138.17 


$  35,561.02 

402,149.65 
$  437,710.67 


The  contract  for  the  purchase  of  the  20  aircraft  listed 
above  was  dated  June  21,  1946.  Delivery  of  the  first  air¬ 
craft  occurred  on  November  26,  1947  and  the  last  aircraft 
under  the  contract  was  delivered  on  December  10,  1948. 


Pan  American  Exhibit  5. 

Description  of  Services  and  Payments  made  for  such  Services, 
Exchanged  between  Pan  American  and  Air  Express 
International  Agency.  Inc. — 1947-1949 

Air  Express  International  Agency,  Inc.  conducts  a  cus¬ 
toms  brokerage  business  through  offices  it  maintains  at  New 
York,  Miami,  New  Orleans,  Houston,  Los  Angeles  and  San 
Francisco.  It  accepts  at  these  offices  air  cargo  shipments 


Purchases 

20  CV-240  Aircraft  with  engines . 

Spare  parts  for  the  20  CV-240 ’s  above . 

Total  purchase  price  for  20  CV-240 ’s 
and  spare  parts . 

Payments  made  by  Pan  American  to  Consolidated 
Vultee  Aircraft  Corp.  in  1949 

Balance  remaining  on  above  purchase  price 

Purchase  of  additional  materials,  supplies 
and  spare  parts . 

Total  . 
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consigned  or  directed  to  them  by  shippers  and  carriers  for 
clearance. 

The  arrangement  between  Pan  American  and  Air 
Express  International  Agency,  Inc.  first  established  in  1939, 
does  not  provide  the  latter  company  an  exclusive  customs 
brokerage  service  at  any  of  the  points  above-mentioned. 
Consignees  of  international  air  cargo  shipments  are  at 
liberty  to  select  and  appoint  any  customs  brokerage  firm 
they  desire  at  the  above-mentioned  airports.  Pan  Ameri¬ 
can  in  its  notice  of  arrivals,  which  is  a  document  sent  to  the 
consignee  notifying  the  consignee  that  an  air  cargo  ship¬ 
ment  has  arrived,  requests  that  the  consignee  name  a  cus¬ 
toms  broker  to  clear  his  shipment  or,  if  he  desires,  to 
authorize  Pan  American  to  select  an  agent  on  his  behalf 
to  perform  that  work.  In  instances  when  the  consignee 
authorizes  Pan  American  to  select  a  customs  brokerage 
agent  the  majority  of  such  shipments  of  commercial  cargo 
at  the  above  points  are  directed  to  Air  Express  Inter¬ 
national  Agency,  Inc.  for  processing. 

Pan  American  does  not  pay  any  fee  to  Air  Express 
International  Agency,  Inc.  for  rendering  the  above  services 
nor  does  Air  Express  International  Agency,  Inc.  pay  any 
fee  to  Pan  American  for  the  privilege  of  receiving  shipments 
for  customs  purposes  from  Pan  American  or  its  customers. 
All  fees  connected  with  this  service  are  paid  either  by  the 
shipper  or  consignee. 

Pan  American  utilizes  the  services  of  Air  Express  Inter¬ 
national  Agency,  Inc.  at  Los  Angeles,  California,  for  clear¬ 
ance  of  company  shipments.  A  payment  of  50<*  is  made  by 
PAA  to  Air  Express  International  Agency,  Inc.  for  each 
shipment  cleared.  At  other  gateway  points  Pan  American 
uses  the  services  of  other  concerns  for  clearance  of  com¬ 
pany  property. 

In  addition  to  its  customs  brokerage  activities,  Air 
Express  International  Agency,  Inc.  is  an  approved  IATA 
cargo  sales  agent.  In  this  capacity  it  has  functioned  as  a 
cargo  sales  agent  for  Pan  American  since  August  1947  in 
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the  same  manner  as  it  does  for  other  IATA  carriers  and 
in  the  same  way  that  other  IATA  approved  cargo  agents 
function  for  Pan  American. 

During  the  years  1947  through  1949,  Pan  American  paid 
to  and  received  payments  from  Air  Express  International 
Agency,  Inc.  in  the  following  amounts  for  the  reasons  indi¬ 
cated  below : 

1947  1948  1949 

Payments  made  by  AEIA  to  Pan  American 


Cargo  sales  made  by  AEIA 
as  PAA  Clipper  Cargo 


Agent,1  . 

$  77,934.84 

$336,719.92 

$294,593.92 

Shipments  indicating  AEIA 
as  shipper  . 

3,495.65 

9,786.93 

\ 

89.52 

Collect  shipments  delivered 
to  destination  by  AEIA.. 

— 

15,319.29 

39,258.78 

Total  Payments  Made 
by  AEIA  to  Pan 
American  . 

$  81,429.49 

$361,826.14 

$334,192.22 

Payments  made  by  Pan  American  to  AEIA 

i 

Sundry  . 

$  916.68 

$  39.44 

$  65.00 

Customs  brokers  fees  and 
shipping  charges  on  pre¬ 
paid  shipments  delivered 
to  destinations . 

148,423.60 

127,148.44 

j 

i 

114,874.63 

Total  Payments  Made 
by  Pan  American  to 
AEIA  . 

$149,340.28 

$127,187.88 

j 

$114,939.63 

i  Net  of  Commissions. 
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Circumstances  and  Conditions  under  which  Mr.  Robert  Lehman 
Was  Elected  a  Director  of  Pan  American. 

As  stated  in  the  Application  for  approval  of  Interlock¬ 
ing  Relationships  in  Docket  No.  4566,  Mr.  Juan  T.  Trippe, 
President  of  Pan  American,  was  responsible  for  the  first 
election  of  Mr.  Robert  Lehman  to  its  Board  of  Directors. 
Since  that  time,  Mr.  Lehman  has  continued  to  appear 
annually  as  a  candidate  for  re-election  to  the  Board  of 
Directors  on  the  slate  of  candidates  supported  by  the 
management  of  the  Company.  There  are  no  conditions  or 
understandings  with  respect  to  Mr.  Lehman ’s  services  other 
than  those  prescribed  by  law  and  ordinarily  pertaining  to 
the  fulfillment  of  the  office  of  Director  of  a  corporate  form 
of  business  enterprise.  Mr.  Lehman’s  duties  in  connection 
with  his  position  are  those  usually  related  to  the  position 
of  director  of  a  corporation. 


Pan  American  Exhibit  11. 

The  Advantages  to  Pan  American  of  Mr.  Robert  Lehman’s 
service  on  its  Board  of  Directors. 

The  following  statement  by  Mr.  Robert  Lehman  was 
attached  as  Exhibit  D  to  an  amendment  to  the  Application 
for  Approval  of  Interlocking  Relationships  filed  by  Pan 
American  and  Mr.  Robert  Lehman  in  Docket  No.  189  on 
February  17,  1939.  Such  Application  was  approved  by 
the  Board  by  Order  Serial  No.  794,  dated  December  31, 
1940. 

“My  interest  in  Aviation  has  been  of  long  dura¬ 
tion.  While  serving  in  France  as  Captain  of  Field 
Artillery  during  the  World  War,  I  was  first  impressed 
with  the  commercial  possibilities  in  the  development 
of  this  industry. 
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I  first  became  active  in  commercial  aviation  in 
1928  and  thereafter  formed  the  group  which  organ¬ 
ized  the  Aviation  Corporation.  I  served  as  Chair¬ 
man  of  the  Executive  Committee  of  that  Company 
from  1929  to  1933  and  was  largely  responsible  for 
the  acquisition  of  the  various  units  which  now  con¬ 
stitute  the  American  Airlines. 

I  resigned  from  the  Aviation  Corporation  upon 
the  entrance  of  the  Cord  interests  into  the  affairs 
of  the  Company.  Prom  the  early  days  of  the  Pan 
American  Airways  Corporation  I  became  a  stock¬ 
holder  and  in  1929  was  elected  as  a  member  of  the 
Board  of  Directors.  In  1937  I  became  a  member  of 
the  Executive  Committee  and  served  thereon  until 
May  31,  1939. 

I  feel  that  I  have  been  able  to  contribute  as  a 
Director  to  this  Company  not  only  because  of  my  long 
standing  interest  in  the  Company  and  in  aviation, 
but  also  because  of  my  business  and  financial  experi¬ 
ence  in  industry  in  general.  Through  my  firm,  Leh¬ 
man  Brothers,  I  have  affiliations  and  contacts  in 
this  country  and  throughout  the  world,  which,  I  feel, 
have  been  helpful  to  the  Pan  American  Airways 
Corporation. 

Lehman  Brothers  was,  I  believe,  the  first  of  the 
larger  banking  houses  to  assume  responsibility  both 
private  and  public  for  aviation  securities.  This  has 
naturally  resulted  in  the  placing  of  many  thousands 
of  shares  of  Pan  American  Airways.  My  interest 
in  aviation  is  evidenced  bv  the  fact  that  I  own  mv 

•  V 

own  plane  and  do  most  of  my  travelling  by  air,  in 
addition  to  active  membership  on  the  boards  of  edu¬ 
cational  organizations  relating  to  aviation  (such  as 
Air  Youth  of  America,  Trusteeship  in  New  York 
University  where  the  C.  A.  A.  has  Flight  Training 
under  the  supervision  of  the  NYU  College  of 
Engineering,  etc.). 
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I  firmly  believe  that  the  interest  of  the  industry 
is  best  served  by  maintaining  the  active  interest  as 
directors  of  those  who  are  qualified  not  only  by  long 
experience  in  the  industry,  but  also  by  wide  busi¬ 
ness  and  financial  experience  in  industry  in  general.” 

Pan  American  again  subscribes  to  the  foregoing  state¬ 
ment  by  Mr.  Lehman  and  further  urges  that  it  is  in  the 
interest  of  the  industry  as  well  as  in  Pan  American’s  inter¬ 
est  to  retain  the  services  of  Mr.  Lehman  on  its  Board  of 
Directors  since  he  has  followed  actively  the  affairs  of  the 
company  from  its  earlier  days  and  has  by  experience 
become  familiar  not  only  with  the  management  personally 
but  with  the  industry  in  general.  In  the  light  of  Mr. 
Lehman’s  long  activity  in  the  aviation  industry,  the  inter¬ 
est  he  has  demonstrated  in  promoting  its  welfare,  the  value 
of  his  advice  and  services,  particularly  with  regard  to 
problems  of  financing,  and  his  wide  business  experience, 
Pan  American  believes  that  any  action  that  would  deprive 
it  of  the  continued  services  of  Mr.  Lehman  as  a  director 
would  be  contrary  to  the  best  interest  of  air  transportation 
and  adverse  to  the  public  interest. 
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Activities  and  Operations  of  United  Fruit  Company 

I.  United  Fruit  Company’s  Agricultural  Activities 

The  United  Fruit  Company  is  primarily  engaged  in  the 
growing  of  bananas,  sugar  and  other  tropical  produce  in 
the  Central  American  countries  and  the  transportation  and 
sale  of  that  produce.  The  history  of  the  company’s  agri¬ 
cultural  program  over  the  past  fifty  years  has  been  one  of 
constant  adaptation  of  agricultural  research  to  banana 
pathology,  soil  analysis  and  scientific  land  exploration  in 
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the  tropical  countries  in  which  the  company  was  cultivating 
bananas  and  other  tropical  produce.  For  the  past  twenty- 
five  years  the  company  has  conducted  extensive  experiments 
with  the  growing  of  all  kinds  of  tropical  crops  which  might 
prove  of  commercial  value.  A  notable  example  is  that  of 
abaca,  or  Manila  hemp.  A  main  program  of  the  company 
has  been  banana  production,  principally  in  Central  America. 
The  table  below  sets  forth  the  extent  of  United  Fruit  Com¬ 
pany’s  acreage  as  of  December  31,  1949  devoted  to  the 
cultivation  of  various  types  of  tropical  produce : 


Bananas  .  142,341 

Sugar  Cane .  100,520 

Cacao .  48,215 

Abaca .  25,809 

Oil  Palm .  13,325 

Other  .  242,192 

Total .  572,402 


This  extensive  agricultural  program  has  necessitated 
large  investments  in  employee  housing,  agricultural  equip¬ 
ment,  and  also  facilities  to  carry  the  agricultural  produce 
to  the  consuming  public.  Set  forth  below  is  a  list,  as  of 
the  end  of  1949,  of  United  Fruit  Company’s  gross  invest¬ 
ments  in  improved  acreage,  railways,  and  fixed  assets  : 


Lands .  $  29,068,938.07 

Houses  and  Buildings .  44,348,880.10 

Cultivations  .  69,933,584.18 

Equipment  .  55,879,861.26 

Railways  and  tramways .  48,729,899.45 

Wharves,  boats,  etc .  4,807,724.87  i 

Sugar  mills  and  refineries .  19,389,364.23  I 

Steamships .  66,340,231.90  j 

Live  Stock  .  3,878,484.23 

$342,376,968.29 
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II.  United  Fruit  Company’s  Vessels  and  Operations. 

United  Fruit  Company  owns  and  operates  thirty-six 
fully  refrigerated  fruit  ships,  fifteen  dry  cargo  ships  and 
one  oil  tanker,  or  a  total  of  fifty-two  vessels. 

The  company  operates  regular  freight  schedules  between 
New  York  and  New  Orleans  and  the  following  tropical 
points:  Havana,  Santiago,  Kingston,  Cartagena,  Puerto 
Colombia,  Santa  Marta,  Cristobal,  Barrios,  Cortes,  Belize, 
Tela  and  Limon.  In  addition  to  the  principal  ports  of  New 
York  and  New  Orleans  to  which  regular  service  is  main¬ 
tained,  occasional  service  is  also  rendered  to  other  North 
Atlantic  and  southern  ports  as  the  requirements  of  the 
business  may  demand.  The  Refrigerated  Steamship  Line, 
a  subsidiary  of  United  Fruit  also  conducts  some  operations 
between  Florida  ports  and  New  York  during  the  citrus  crop 
season. 

Six  of  United  Fruit  Company’s  vessels  are  combination 
passenger  and  cargo  vessels  and  operate  between  New  York 
and  New  Orleans  and  Havana  and  Puerto  Barrios. 

III.  Cargo  Operations. 

Fruit  and  other  tropical  produce  of  the  company’s 
agricultural  acreage  is  transported  to  the  United  States 
and  other  countries  primarily  by  company  owned  vessels. 
A  very  large  percentage  of  the  freight  moved  from  Central 
America  to  the  United  States  by  United  Fruit  Company 
vessels  is  company  produce:  bananas,  sugar,  cacao,  hemp, 
etc.;  non-company  cargo  is  primarily  coffee.  Rates  for 
northbound  carriage  of  coffee  yield  from  0.65^  per  ton  mile 
between  Guatemala  and  New  York  to  0.72^  per  ton  mile 
between  Puerto  Colombia  and  New  York. 

Southbound,  United  Fruit  Company  vessels  carry  com¬ 
pany  cargo  as  well  as  other  commercial  ocean  freight. 
Current  experience  indicates  that  approximately  15%  of 
southbound  cargo  is  company  owned.  United  Fruit  Com- 
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pany  vessels  moved  approximately  1,500,000  tons  of  freight 
(other  than  company  produce)  in  1949. 

Illustrative  of  United  Fruits’  general  cargo  rates  not 
otherwise  specified  are  the  following : 

/ - Cents  per  Ton  Mile* - s 


Selected  Points 

Southbound 

Northbound 

New  York-Puerto  Barrios . 

.  1.93 

1.25 

New  Orleans-Puerto  Barrios . 

.  3.62 

2.33 

New  York-Havana . 

.  4.25 

No  Seryice 

New  Orleans-Havana . 

.  8.37 

No  Seryice 

New  York-Kingston . 

.  3.06 

3.06 

New  Orleans-Kingston . 

.  3.98 

3.98 

New  York-Limon . 

.  1.70 

.76 

New  Orleans-Limon . 

.  2.64 

1.19 

New  York-Cristobal . 

.  1.32 

1.32 

New  Orleans-Cristobal . 

.  1.88 

1.88 

*  Rates  computed  on  a  weight  basis  using  surface  mileage  between  ports. 
(Statute  miles  derived  from  the  official  nautical  mileage  as  listed  by  the 
TJ.  S.  Navy  Department’s  Hydrographic  Office.)  The  Company  also  publishes 
volume  rates.  i 

Listed  below  is  the  average  revenue  per  statute  ton-mile 
derived  from  the  carriage  of  cargo  between  selected  points 
for  the  first  six  months  of  1950 : 


Selected  Points 

/ - Cents  per  Ton  Mile- - \ 

Southbound  Northbdund 

New  York-Barrios. . 

.  0.98 

0.78 ! 

New  Orleans-Barrios . 

.  1.81 

1.25; 

New  York-Havana . . 

.  1.80 

No  Service 

New  Orleans-Havana . 

.  2.96 

No  Service 

New  York-Kingston . 

.  1.12 

1.11  ! 

New  Orleans-Kingston . 

.  1.22 

1.36 

New  York-Limon  . 

.  0.96 

0.80  i 

New  Orleans-Limon . 

.  1.48 

0.97 

New  York-Cristobal . 

.  0.75 

0.44 

New  Orleans-Cristobal . 

.  1.08 

0.65  | 
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IV.  Passenger  Transportation 

The  six  combination  passenger  and  cargo  vessels  of 
United  Fruit  Company  are  engaged  in  scheduled  operations. 
These  vessels  are  utilized  in  a  weekly  cruise  service  from 
New  York  via  Havana  to  Puerto  Barrios  returning  direct 
to  New  York  and  in  a  weekly  service  from  New  Orleans 
via  Havana  to  Puerto  Barrios  returning  direct  to  New 
Orleans.  The  present  accommodations  of  these  combination 
vessels  are  for  98  passengers  per  trip. 

United  Fruit  Company’s  regular  cruise  service  makes 
available  a  17  day  cruise  from  New  York  to  Havana  and 
Puerto  Barrios  and  return  to  New  York.  Also  available 
from  New  York  is  a  12  day  combination  cruise  terminating 
at  New  Orleans.  Seventeen  and  twenty-four  day  cruises 
and  tours  are  also  available  out  of  New  York. 

From  New  Orleans,  United  Fruit  Company’s  cruise  ser¬ 
vice  offers  an  18  day  tour  and  an  11  day  cruise  to  Puerto 
Barrios  via  Havana  and  return.  Also  available  from  New 
Orleans  is  a  16  day  combination  cruise  via  Havana  and 
Puerto  Barrios  and  returning  to  New  York. 

The  cargo  vessels  of  United  Fruit  Company’s  fleet 
accommodate  8  to  12  passengers  per  vessel.  Passage 
thereon  is  not  solicited  but  is  accepted  on  a  provisional 
basis,  subject  to  cargo  sailings  and  points  to  be  served  for 
cargo  purposes.  United  Fruit  Company  reserves  the  right 
to  change  the  destination  of  the  vessel  enroute,  to  accom¬ 
modate  company  purposes,  and  assumes  no  responsibility 
for  inconveniences  to  passengers  booked  on  these  vessels. 
These  accommodations  are  primarily  for  the  use  of  com¬ 
pany  personnel  and  are  extensively  utilized  by  them. 

During  1949  United  Fruit  Company  in  its  total  oper¬ 
ations  on  all  types  of  vessels  carried  14,920  individual 
passengers,1  including  cruise  passengers,  company  per- 

1  Round-trip  passenger  is  counted  as  a  single  passenger  in  computing  this 
total  for  1949. 
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sonnel  and  others.  Passenger  traffic  for  the  first  6  months 
of  1950,  by  direction,  was  as  follows : 


Round-Trip 

Cruise 

Passengers 

Others — 
Including 
Company 
Personnel 

Total 

New  York-Puerto  Barrios: 

Southbound . 

972 

375 

1,347 

Northbound . 

908 

281 

1,189 

New  Orleans-Puerto  Barrios: 

Southbound . . 

..  1,787 

300 

2,087 

Northbound . 

.  1,765 

305 

2,070 

Total  (Both  Directions) . 

.  5,432 

1,261 

6,693 

United  Fruit  Company’s  regular  scheduled  cruise  ser¬ 
vices  are  all  operated  on  the  above  routes,  and  accordingly 
it  will  be  noted  that  by  far  the  greatest  volume  of  passenger 
traffic  carried  consisted  of  cruise  passengers.  Current 
experience  for  all  of  United  Fruit  passenger  operation 
indicates  that  approximately  56%  of  its  passenger  traffic, 
on  a  point-to-point  basis,  is  comprised  of  cruise  passengers. 
United  Fruit  Company  has  no  present  plans  for  the  expan¬ 
sion  of  its  cruise  or  any  other  passenger  service. 

i 

V.  Advertising  Materials. 

J 

The  two  promotional  folders  attached  describe  the  cruise 
facilities  and  services  of  United  Fruit  Company  and  the 
points  served.  These  two  items  represent  the  only  passen¬ 
ger  service  actually  included  in  the  Company’s  promotional 
activities. 


402 


Pan  American  Exhibit  21. 


Activities  and  Operations  of  United  Fruit  Company 

(Opposite 
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11-DAY  CRUISE  to  HAVANA  & 

PUERTO  BARRIOS,  GUATEMALA 


UNITED  STATES 


EFFECTIVE  APRIL  I,  1950 


VACCINATION  REQUIREMENTS 

All  passengers  arriving  at  United  States  ports  (including  cruise 
and  Guatemala  Tour  passengers)  must  have  a  certificate  of  small¬ 
pox  vaccination  not  more  than  3  years  old  endorsed  to  show  the 
type  of  reaction. 

Also  similar  cruises  and  tours  from  ISeiv  York. 


For  rates,  reservations  and  other  information  apply  to 


321  St.  Charles  St.,  1514  K  St.,  N.W., 

New  Orleans  4,  Louisiana  Washington  5,  D.  C. 

Ill  W.  Washington  St.,  1001  Fourth  St., 

Chicago  2,  Illinois  San  Francisco  7,  California 

Pier  3,  North  River  Berth  147, 

New  York  6,  N.  Y.  Wilmington,  California 

Pier  9,  North  Wharves,  3200  26th  Avenue, 

Philadelphia  6,  Pa.  Seattle  6,  Washington 

or  our  Authorized  Travel  Agent 


HAVANA 


CAR88EANSEA 


Passenger  Cruise  Routes  of  the 
GREAT  WHITE  FLEET 


GUATEMALA 

PUERTO 

BARRI01 


/  HONDURAS 


CRUISE  FARES  (Per  Person,  except  as  noted) 

Double  Cabins  Without  Private  Bath  or  Toilet 

i.r„  53,  54,  55,  56  $235 

nV <  41.  43.  44,  46;  47,  49.  50,  52  .  245 

j  Single  Cabins  W  ithout  Private  Bath  or  Toilet 

l  42,  45,  48.  51  .  275 

'Double  Cabins  Without  Private  Bath  or  Toilet 
19,  20,  21.  22 1  23  or  25.  24  or  26,  27  or  29, 

28  or  30,  31.  32,  33,  34,  37,  38,  39,  40  .  .  270 
Single  Cabins  Without  Private  Bath  or  Toilet 

•>n”  35,  36  .  .  i . 300 

wer  and  Toilet 

335 

Double  Cabins  With  Private  Tub  Bath  and  Toilet 

9,  10,  23  or  25,  24  or  26.  27  or  29,  28  or  30  315 

15,  16.  17,  18  . . 330 

-Suites  A,  B  (2  persons) . 920 

“A  i  Single  Cabins  W'ith  Private  Shower  and  Toilet 
Deck  ^  1,  2,  3,  4,  5,  6.  8 . 345 

These  cruise  fares  do  not  include  15%  U.  S.  Transportation  Tax 
on  the  steamer  portion  nor  on  the  railroad  fare  in  Guatemala; 
neither  do  they  include  5(V  Cuban  Tourist  Tax.  For  tax  pur¬ 
poses  the  steamer  portion  is  the  cruise  rate  less  $50.00  per 
person.  15%  U.  S.  Transportation  Tax  on  the  railroad  fare  is 
$2.48  per  adult. 

Shore  excursion  at  Havana,  Cuba,  and  steamer  chairs  on 
board  ship  are  optional  and  not  included  in  the  cruise  fares. 
Fares  for  children  quoted  upon  application. 

OPTIONAL  SHORE  EXCURSION 

Havana,  Cuba — City-Suburban  automobile  sightseeing  trip, 
time  about  3M:  hours,  visiting  Our  Lady  of  Mercy  Church, 
Capitol  Building,  Cigar  Factory,  Residential  district.  Tropical 
Gardens  and  other  interesting  places.  Night  Motor  Trip,  time 
about  6 Va  hours,  including  admission  to  J ai- Alai  game,  a  visit 
to  Sans  Souci  and  another;  night  club.  Launch  trip  to  Morro 
Castle,  time  about  21/-*  hours.  Charge  for  adults  $19.  U.  S 
Transportation  Tax  30<*  additional. 


Every  Saturday  one  of  the  spotless  sister  ships  of 
the  Great  White  Fleet  sails  out  of  New  Orleans  south¬ 
bound  to  the  Caribbean  on  a  vacation  trip  of  a  life¬ 
time.  First  of  all,  here  are  ships  specially  designed 
for  tropical  cruising:  decks  and  public  rooms  are  spa¬ 
cious  and  airy;  all  staterooms  face  the  sea;  there  is  a 
permanent  outdoor  swimming  pool;  there  is  only  one 
class — first  class. 

These  cruises  have  arrived  at  their  present  high  state 
of  efficiency  through  nearly  fifty  years  of  experience 
catering  to  discriminating  travelers.  The  service,  ap¬ 
pointments  and  the  cuisine  are  the  finest  obtainable. 
A  carefully  prepared  program  of  shipboard  activities 
awaits  your  pleasure. 

In  Havana  you  have  two  days  to  explore  the  de¬ 
lights  of  the  city  and  its  environs,  with  the  ship  your 
hotel.  Then  across  the  Caribbean  to  Puerto  Barrios 
— and  another  2*4  days  for  a  visit  in  Guatemala  City. 
This  shore  trip  in  Guatemala  is  included  in  your  fare: 
hotel  accommodations  in  double  rooms  with  private 
bath  and  meals,  as  well  as  parlor  car  rail  transporta¬ 
tion  in  both  directions,  transfers  between  station  and 
hotel  and  a  comprehensive  automobile  sightseeing  trip 
in  Guatemala  City. 

ITINERARY  WEEKLY 

Leave  New  Orleans,  La . Saturday  Noon 

Arrive  Havana,  Cuba . Monday  A.M. 

Leave  Havana,  Cuba . Wednesday  Noon 

Arrive  Puerto  Barrios,  Guatemala  .  .  .  Friday  A.M. 

Leave  Puerto  Barrios,  Guatemala  ....  Sunday  7  P.M. 

Arrive  New  Orleans,  La . Wednesday  A.M. 

•mr  • 


:>ins 


For  passengers  who  have  a  desire  to  spend  an  extra 
week  in  the  fascinating  interior  of  Guatemala  arrange¬ 
ments  may  he  made  to  take  the  popular  1  M-day  lour. 
On  this  tour  you  sail  from  New  Orleans  Saturday 
Noon  southbound  \ia  Havana.  Cuba.  di>embark  at 
Puerto  Barrios.  Guatemala,  for  stopover  of  ten  days  in 
that  country,  proceed  to  the  highlands  on  an  extensive 
sightseeing  trip,  and  finally  depart  from  Puerto  Bar¬ 
rios  (Sunday  evening)  for  return  to  New  Orleans. 

\ou  will  find  Guatemala  colorful  and  scenic  beyond 
your  fondest  expectations  for  truly  nature  emptied 
the  contents  of  her  richest  cornucopia  into  this  land. 
N  ou  will  marvel  at  the  beauties  of  her  terrain  and  the 
simple  friendliness  of  her  people  as  you  motor 
through  the  spectacular  highland  countrv  skirting 
glorious  lakes  and  visiting  open-air  markets  and 
shrines,  (.omfortable  inns  and  hotels  make  possible 
this  comprehensive  trip  deep  into  the  vast  plateaus 
of  the  highlands.  A  summary  of  your  ten  days  in 
Guatemala  appears  in  the  table  to  the  right. 

ITINERARY  WEEKLY 

Saturday  Noon 
Monday  A.M. 
Wednesday  Noon 
Friday  A.M. 


Guatemala  Indian  Merchant 


persons) . 

W  ith  Private  Shower  and  Toilet 


TYPICAL  DAY  BY  DAY  ITINERARY  IN  GUATEMALA 

(subject  to  chance) 

First  Day — Leave  Puerto  Barrios  by  rail  in  parlor  cars  in  A.M. 
Luncheon  at  Zaeapa.  Arrive  Guatemala  City  in  evening,  transfer 
to  hotel. 

Second  Day — At  leisure  in  Guatemala  City.  Overnight  in  Guate¬ 
mala  City.  I 

Third  Day — By  car  at  9  A.M.  on  tour  of  Guatemala  City.  Return 
to  hotel  for  luncheon.  In  P.M.  by  car  for  Antigua  via  Lake 
Amatitlan  and  picturesque  Indian '  villages,  arriving  in  time  to 
visit  Plaza  Real.  Cathedral.  Palace  of  the  Captains';  General.  Uni¬ 
versity  of  San  Carlos  and  many  impressive  structures.  Visit  also 
pottery  works  and  foot  loom  weavers.  Dinner  and  overnight  at 
Antigua. 

Fourth  Day — In  the  morning  by  automobile  to  Ciudad  Yieja. 
second  Capital  of  Guatemala,  founded  in  1527,  where  stand  the 
last  vestiges  of  the  famous  palace  of  Don  Pedro  dej  Alvarado  and 
Dona  Beatriz,  his  lovely  wife.  Return  to  hotel  at  Antigua  for 
lunch  and  at  2:00  P.M.  leave  for  Lake  Atitlan  via  Chimaltenangc, 
Zaragoza.  Patzieia  and  Patzun.  Magnificent  scenery  enroute,  and 
finally  Lake  Atitlan.  Dinner  and  overnight  at  Lake  Atitlan. 

Fifth  Day — Open  day  at  Atitlan.  Overnight  at  Lake  Atitlan. 
Sixth  Day — A.M.  free  at  Lake  Atitlan.  Leave  by  car  3  P.M.  to 
spend  night  at  Chichicastenango. 

Seventh  Day — A  day  of  sightseeing.  See  Guatemala's  most  color¬ 
ful  and  picturesque  Indian  open-air  market.  Also  unique  and 
impressive  scenes  of  devotion  as  well  as  an  inspection  of  the  late 
Father  Rossbach's  Museum  and  visit  an  Indian  Weaver's  home. 
Overnight  at  Chichicastenango. 

Eichth  Day — After  breakfast,  by  motor  to  Guatemala  City,  via 
Chichoy  Pass  (elevation  10,000  feet).  Stops  enroute  at  many  im¬ 
pressive  shrines  and  pre-Colonial  villages.  At  the  hotel  in  Guate¬ 
mala  City  in  time  for  lunch,  with  the  afternoon  free  for  inde¬ 
pendent  action  in  the  city. 

Ninth  Day — A  full  day  at  Guatemala  City  for  independent  ac¬ 
tion.  Overnight  at  Guatemala  City. 

Tenth  Day — Promptly  at  7 :00  A.M.  car  will  call  at  hotel  for 
transfer  to  railroad  station  and  return  rail  trip  in  parlor  cars  to 
Puerto  Barrios.  Luncheon  enroute  at  Zaeapa.  Arrive  Puerto 
Barrios  5:15  P.M.,  board  steamer  immediately  foil  dinner.  Sail 
7:00  P.M. 

Note:  It  is  suggested  that  passengers  take  along  \ with  them  to 
Guatemala  City  only  hand  baggage .  tweeds .  topcoats  and  good 
walking  shoes  for  use  in  the  mountain  regions. 


INCLUDED  FEATURES 

The  fares  quoted  in  column  to  the  left  include  round-trip 
steamer  accommodations  with  meals,  railroad  transportation  in 
parlor  cars  Puerto  Barrios  to  Guatemala  City  and  return,  hotel 
accommodations  in  a  double  room  with  private  bath  on  the 
American  plan  for  the  full  time  in  Guatemala,  transfers  be¬ 
tween  station  and  hotel  in  Guatemala  City,  automobile  sight¬ 
seeing  in  Guatemala  City  and  in  the  Highlands. 

These  tour  fares  do  not  include  15%  U.  S.  Transportation 
Tax  on  the  steamer  portion  and  on  the  railroad  fare  in  Guate¬ 
mala:  neither  do  they  include  50?  Cuban  tourist  tax  nor  Bar¬ 
rios  W  harfage  of  $1.50  per  person.  For  tax  purposes  the 
steamer  portion  is  the  tour  rate  less  $155  per  person.  15% 
U.  S.  Transportation  Tax  on  the  railroad  fare  is  $2.48  per  adult. 

Shore  excursion  at  Havana  and  steamer  chairs  on  board  ship 
are  optional  and  not  included  in  the  tour  fares.  Fares  for 
children  quoted  upon  application. 

Special  Note:  If  part  or  parts  of  the  land  trip  in  Guatemala 
are  cancelled  by  the  passenger  after  sailing  from  New  Orleans, 
there  will  be  substantial  cancellation  fees  by  direction  of  the 
various  Companies.  Firms.  Organizations  and  Individuals  per- 


.New  Orleans.  La.  .  .  . 

Havana,  Cuba  .... 
Havana,  Cuba  .... 
Puerto  Barrio*,  Guatemala 
0  Days  in  Guatemala ) 
Puerto  Barrios,  Guatemala 
New  Orleans,  La.  .  .  . 


Sunday 
Wednesday 

18-DAY  GUATEMALA  TOUR  FARES 
(Per  Person,  except  as  noted) 

f Double  Cabins  W  ithout  Private  Bath  or  Toilet 

*  53,  54,  55.  56  . 

Deck  |  41,  43.  44.  46.  47.  49,  50.  52  . 

Single  Cabins  Without  Private  Bath  or  Toilet 
l  42,  45.  48.  51  . 

Double  Cabins  Without  Private  Bath  or  Toilet 
Deek  19.  20,  21,  22,  23  or  25.  24  or  26,  27  or  29, 

i  28  or  30.  31.  32.  33.  34,  37.  38.  39.  40  .  . 


OPTIONAL  SHORE  EXCURSION 


&:■-  '  :  :  W 


*«■ 


Here  is  a  cruise  designed  for  passengers  >*110  do  not  contem¬ 
plate  a  visit  to  the  highlands  of  Guatemala.  It  incorporates  all 
the  elements  listed  in  the  11-day  Guatemala  City  Cruise  with 
the  sole  exception  of  the  highland  aspect  of  the  trip.  On  this  cruise, 
and  at  the  rates  listed  below,  passengers  remain  at  Puerto  Barrios, 
Guatemala,  during  the  period  the  vessel  is  in  port  there.  They 
retain  their  accommodations  on  the  vessel.  The  fares  include 
meals  and  accommodations  on  hoard  ship  for  the  full  11  days. 

In  Havana  there  are  two  days  to  explore  the  delights  of  that 
city,  with  the  ship  your  hotel :  and  at  Guatemala  there  are  2 Vg 
days  at  the  passengers'  disposal.  Attractive  optional  shore  trips, 
as  listed,  are  available  at  both  ports. 


ITINERARY  WEEKLY 

Leave  New  Orleans,  I-a . Saturday  Noon 

Arrive  Havana.  Cuba  .  .  . Monday  A.M. 

Leave  Havana,  Cuba . Wednesday  Noon 

Arrive  Puerto  Barrios,  Guatemala . Friday  A.M. 

Leave  Puerto  Barrios,  Guatemala . Sunday  7  P.M. 

Arrive  New  Orleans,  La . Wednesday  A.M. 


CRUISE  FARES  (Per  Person,  except  as  noted) 

’Double  Cabins  Without  Private  Bath  or  Toilet 

53,  54,  55.  56  . 

41.  43.  44,  46,  47.  49.  50,  52 


•e 


Deck 


S200 

210 


Single  Cabins  Without  Private 
42.  45.  48,  51 . 


Bath  or  Toilet 


240 


fDouble  Cabins  Without  Private  Bath  or  Toilet 

19,  20.  21,  22,  23  or  25.  24  or  26.  27  or  29.  28 

or  30,  31,  32.  33.  34,  37,  38,  39,  40  .  .  . 

Single  Cabins  Without  Private  Bath  or  Toilet 

35.  36 


235 


up*’ 

Single  Cabins  With  Private  Shower  and  Toilet 


265 


11,  14 

!  Double  Cabins  With  Private  Tub  Bath  and  Toilet 
9.  10,  23  or  25.  24  or  26.  27  or  29.  28  or  30  . 

15.  16.  17,  18 . 

^Suites  A,  B  (1  or  2  persons) . 

“A”  f Single  Cabins  With  Private  Shower  and  Toilet 
Deck  1  1.  2.  3,  4.  5.  6.  8 . 


300 


280 

295 

850 


310 


16-DAY 


Cdmbination-^G^IIL-  _  _,u 

-  -  16 -DAY 


C — 16-DAY  COMBINATION  CRUISE: 

This  combination  cruise  permits  passengers  to  visit  Havana  and 
Guatemala  with  return  to  New  York.  It  involves  a  change  of 
ships  at  Havana  where  passengers  remain  4  days.  In  Guatemala 
the  itinerary  permits  3Vi*  days  for  highland  trip. 

The  fare  includes  your  shore  program  at  Guatemala:  parlor  car 
accommodations  for  the  rail  trip  to  and  from  Guatemala  City, 
hotel  accommodations  in  double  rooms  with  private  bath  and 
meals  at  Guatemala  City  and  Antigua  and  automobile  sightseeing 
trips  in  Guatemala  City  and  Antigua. 

ITINERARY  WEEKLY 

Leave  New  Orleans,  La.  . . Saturday  Noon 

Arrive  Havana,  Cuba  .  . . Monday  A.M. 

Leave  Havana,  Cuba  .  . . Friday  Noon 

Arrive  Puerto  Barrios,  Guatemala . Sunday  A.M. 

Leave  Puerto  Barrios,  Guatemala . Wednesday  7  P.M. 

Arrive  New  York,  N.  Y. . Monday  P.M. 

This  combination  cruise  fare  does  not  include  15%  U.  S.  Trans¬ 
portation  Tax  on  the  steamer  portion  nor  on  the  railroad  fare  in 
Guatemala:  neither  does  it  include  50f  Cuban  Tourist  Tax  or  1% 
Cuban  Maritime  Tax.  For  tax  purposes  the  steamer  portion  is  the 
combination  cruise  rate  less  $70  per  person.  15%  U.  S.  Transpor¬ 
tation  Tax  on  the  railroad  fare  is  $2.48  per  adult. 

Shore  excursion  at  Havana,  Cuba,  and  steamer  chairs  on  board 
ships  are  optional  and  not  included  in  the  combination  cruise  fare. 
Fares  for  children  quoted  upon  application. 

OPTIONAL  SHORE  EXCURSION 

Havana,  Cuba — City-Suburban  automobile  sightseeing  trip,  time 
about  3J/i  hours,  visiting  Our  Lady  of  Mercy  Church,  Capitol 
Building,  Cigar  Factory,  Residential  district.  Tropical  Gardens 
and  other  interesting  places.  Night  Motor  Trip,  time  about  6V2 
hours,  including  admission  to  Jai- Alai  game,  a  visit  to  Sans  Souci 
and  another  night  club.  Launch  trip  to  Morro  Castle,  time  about 
2  Vi  hours.  Charge  for  adults  $19.  U.  S.  Transportation  Tax  30< 
additional. 


Ruins  at  Antigua,  Guatemala 


*340  up 


D— 16-DAY  COMBINATION  CRUISE: 

On  this  combination  cruise,  starting  at  New  Orleans  and  return¬ 
ing  to  New  York,  passengers  transfer  to  the  New  York  service  at 
Puerto  Barrios,  Guatemala.  An  optional  shore  program  at  Havana 
is  available  for  the  2  days  visit  there.  Upon  arrival  at  Puerto 
Barrios  the  passenger  enjoys  a  5J/i  day  visit  in  that  Republic. 

Included  in  the  fare  are  parlor  car  accommodations  for  the  rail 
trip  to  and  from  Guatemala  City;  hotel  accommodations  in  double 
rooms  with  private  bath  and  meals;  as  well  as  a  comprehensive 
program  of  automobile  sightseeing  trips  both  in  Guatemala  City 
and  Antigua. 

ITINERARY  WEEKLY 

Leave  New  Orleans,  La . Saturday  Noon 

Arrive  Havana,  Cuba . Monday  A.M. 

Leave  Havana,  Cuba . Wednesday  Noon 

Arrive  Puerto  Barrios,  Guatemala . Friday  A.M. 

Leave  Puerto  Barrios,  Guatemala . Wednesday  7  P.M. 

Arrive  New  York,  N.  Y . Monday  P.M. 

This  combination  cruise  fare  does  not  include  15%  U.  S.  Trans¬ 
portation  Tax  on  the  steamer  portion,  nor  on  the  railroad  fare  in 
Guatemala;  neither  does  it  include  50^  Cuban  Tourist  Tax  or 
Barrios  Wharfage  at  $1.50  per  person.  For  tax  purposes  the 
steamer  portion  is  the  combination  cruise  rate  less  $90  per  person. 
15%  U.  S.  Transportation  Tax  on  the  railroad  fare  is  $2.48  per 
adult. 

Shore  excursion  at  Havana,  Cuba,  and  steamer  chairs  on  board 
ships  are  optional  and  not  included  in  the  combination  cruise  fare. 
Fares  for  children  are  quoted  upon  application. 

OPTIONAL  SHORE  EXCURSION 

Havana,  Cuba — City-Suburban  automobile  sightseeing  trip,  time 
about  3Vi  hours,  visiting  Our  Lady  of  Mercy  Church,  Capitol 
Building,  Cigar  Factory,  Residential  district.  Tropical  Gardens 
and  other  interesting  places.  Night  Motor  Trip,  time  about  6 Vi 
hours,  including  admission  to  Jai- Alai  game,  a  visit  to  Sans  Souci 
and  another  night  club.  Launch  trip  to  Morro  Castle,  time  about 
2  Vi  hours.  Charge  for  adults  $19.  U.  S.  Transportation  Tax  30£ 
additional. 


1 


\ 


} 


I 


These  fares  do  not  include  15%  U.  S.  Transportation  Tax,  50<? 
Cuban  tourist  tax,  steamer  chairs  or  optional  shore  trips  at 
Havana  and  Puerto  Barrios.  Charges  for  children  quoted  upon 
application. 

OPTIONAL  SHORE  EXCURSIONS 

Havana,  Cuba — City-Suburban  automobile  sightseeing  trip,  time 
about  3 Vi  hours,  visiting  Our  Lady  of  Mercy  Church,  Capitol 
Building,  Cigar  Factory,  Residential  district.  Tropical  Gardens 
and  other  interesting  places.  Night  Motor  Trip,  time  about  6Vg 
hours,  including  admission  to  Jai- Alai  game,  a  visit  to  Sans  Souci 
and  another  night  club.  Launch  trip  to  Morro  Castle,  time  about 
2 Vi  hours.  Charge  for  adults  $19.  U.  S.  Transportation  Tax  30^ 
additional. 

Puerto  Barrios,  Guatemala — Sightseeing  trip  to  Bananera  and 
Quirigua.  Luncheon  at  Bananera.  Leave  A.M.  by  train  and 
return  in  time  for  dinner  on  the  ship.  Charge  for  adults  $7. 
U.  S.  Transportation  Tax  59(  additional. 
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Pan  American  Exhibit  21  A. 

Activities  and  Operations  of  United  Fruit  Company 


(Opposite  J 


if 


Allstaterooms 
face  the  tea  — 
many  have  pri~ 
rate  bath . 


The  permanent, 
outdoor  pool -and 
verandah  cafe  are\ 
center*  of  social' 
shipboard  life. 


VACCINATION  REQUIREMENTS 

All  passengers  arriving  at  United  States  ports  <  in- 
•  hiding  cruise  and  Guatemala  lour  passengers) 
must  have  a  certificate  of  smallpox  vaccination  not 
more  than  3  years  old  endorsed  to  show  the  type 
of  reaction. 

Also  similar  cruises  ami  tours  Arum  A  etc  Orleans 


For  rates,  reservations  and  other  information  apply  to 


Pier  3,  North  River  Pier  9,  North  Wharves 

New  York  6,  N.  Y.  Philadelphia  6,  Pa 

32 1  St.  Charles  St.,  1514  K  St.,  N.W. 

New  Orleans  4,  Louisiana  Washington  5,  D.  C. 

I  I  I  W.  Washington  St.,  1001  Fourth  St., 

Chicago  2,  Illinois  San  Francisco  7,  California 

or  our  Authorized  Travel  Agent 


1‘rlnteil  in  t’.S.A. 


I 


UNITED  FRUIT  COMPANY 


//  Qwj  Cruise  to  Guatemala  $200up 


As  the  itinerary  indicates  this  is  primarily  a  sea  voy¬ 
age  with  two  full  days  and  a  night  in  the  Republic  of 
Guatemala. 

All  the  elements  of  a  glorious  vacation  are  vours  on 
this  cruise:  sailings  from  New  York  every  Thursday 
noon  cruising  down  the  coast  line  and  across  the  spark¬ 
ling  Caribbean  to  historic  Guatemala.  Here  are  ships 
specially  designed  for  the  trade:  their  navigational  de¬ 
vices  and  accommodations  alike  are  modern  in  every  re¬ 
spect.  The  cuisine  is  internationally  famous  being  a  de¬ 
velopment  of  fifty  years  of  experience  in  catering  to  the 
discriminating  western  hemisphere  travelers.  Highlights 
of  your  shipboard  life  include  a  permanent  outdoor  pool, 
spacious  decks  for  sport  and  relaxation,  sound  movies 
and  shipboard  games  tailored  to  your  personal  desires. 

During  your  visit  in  Guatemala  you  will  have  an 
opportunity  of  enjoying  a  fascinating  trip  to  the  ancient 
Maya  ruins  of  Quirigua.  Ship  will  he  your  hotel  during 
your  stay  in  port. 


ITINERARY  WEI 

Leave  New  ^  ork.  N.  N . I  hursda' 

Arrive  Puerto  Barrios.  Guatemala . Tuesday 

Leave  Puerto  Barrios.  Guatemala . Wednesc 

Arrive  New  York,  N.  Y . Monday 


WEEKLY 

Thursday  Noon 

Tuesday  A.M. 
Wednesdav  7  P.M. 


CRUISE  FARES  (Per  Person,  except  as  noted) 


53,  54.  55,  56  . 

41.  43.  44.  46.  47.  49.  50.  52 


'42.  45.  48.  51 


Bath 

or 

Toilet 

$200 

210 

Bath 

or 

Toilet 

240 

Bath 

or 

Toilet 

26.  27 

or 

29.  28 

or  30.  31.  32.  33.  34.  37,  38.  39.  40  .  235 

Single  Cabins  Without  Private  Bath  or  Toilet 

......  35.  36  . . .  •  265 

Single  Cabins  With  Private  Shower  and  Toilet 

Deck  300 

Double  Cabins  With  Private  Tub  Bath  and  Toilet 

9.  10.  23  or  25.  24  or  26.  27  or  29.  28  or  30  .  .  280 

15.  16.  17,  18 . 295 

.Suites  A,  B  (1  or  2  persons* . 850 

“A”  f  Single  Cabins  With  Private  Shower  and  Toilet 

Deck  1,  2.  3.  4.  5.  6.  8 . 310 

These  cruise  fares  do  not  include  1 5  G  l  .  S.  Trans¬ 
portation  Tax.  steamer  chairs  or  optional  shore  trip  at 
Puerto  Barrios.  Charges  for  children  quoted  upon  ap¬ 
plication. 


OPTIONAL  SHORE  EXCURSION 

Puerto  Barrios.  Guatemala — Sightseeing  trip  to 
Bananera  and  Quirigua.  Luncheon  at  Bananera.  Leave 
A.M.  by  train  and  return  in  time  for  dinner  on  the  ship. 
Charge  for  adults  87.  U.  S.  Transportation  Tax  59<*  ad¬ 
ditional. 


Ships  of  the  Great  White  Fleet  are  especially  constructed 
for  Caribbean  cruising. 


INCLUDED  FEATURES 

The  fares  quoted  include  round-trip  steamer  accommo¬ 
dations  with  meals,  railroad  transportation  in  parlor  cars 
Puerto  Barrios  to  Guatemala  City  and  return,  hotel  ac¬ 
commodations  in  a  double  room  with  private  bath  on  the 
American  Plan  for  the  full  time  in  Guatemala,  transfers 
between  station  and  hotel  in  Guatemala  City,  automobile 
sightseeing  in  Guatemala  City  as  well  as  in  the  High¬ 
lands. 

These  Tour  fares  do  not  include  15%  U.  S.  Transpor¬ 
tation  Tax  on  the  steamer  portion  nor  on  the  railroad 
fare  in  Guatemala;  neither  do  they  include  Barrios 
Wharfage  of  81.50  per  person.  For  tax  purposes  the 
steamer  portion  is  the  Tour  rate  less  8140  per  person. 
15%  U.  S.  Transportation  Tax  on  the  railroad  fare  is 
82.48  per  adult. 

Steamer  chairs  on  board  ship  are  optional  and  not  in¬ 
cluded  in  the  Tour  fares.  Fares  for  children  quoted  upon 
application. 

Special  Note:  If  part  or  parts  of  the  land  trip  in 
Guatemala  are  cancelled  by  the  passenger  after  sailing 
from  New  York  there  will  he  substantial  cancellation  fees 
by  direction  of  the  various  Companies,  Firms,  Organiza¬ 
tions  and  Individuals  performing  services  as  enumerated 
in  the  shore  excursion  ticket. 


ITINERARY 


WEEKLY 


Leave  New  "^ork,  N.  Y.  .  . 
Arrive  Puerto  Barrios,  Guatemala 


Thursday  Noon 
Tuesday  A.M. 


(9  days  in  Guatemala) 


Wednesday  7  P.M 
Monday  P.M 


Leave  Puerto  Barrios,  Guatemala 
Arrive  New  York,  N.  Y. 


18-DAY  GUATEMALA  TOUR  FARES 
(Per  person,  except  as  noted) 


Double  Cabins  Without  Private  Bath  or  Toilet 

53,  54,  55,  56  . 

41,  43,  44,  46,  47,  49.  50,  52  . 

Single  Cabins  Without  Private  Bath  or  Toilet 


If  you  are  one  of  the  lucky  ones  able  to  spend  an 
extra  week  on  your  trip,  you  may  enjoy  all  the  sea¬ 
going  aspects  of  the  11 -day  cruise  and  in  addition 
spend  9  days  in  the  Republic  of  Guatemala. 

You  will  find  Guatemala  colorful  and  scenic  beyond 
your  fondest  expectations,  for  truly  Nature  emptied 
the  contents  of  her  richest  cornucopia  into  this  land. 
You  will  marvel  at  the  beauties  of  her  terrain  as  you 
motor  through  the  spectacular  highland  country  skirt¬ 
ing  glorious  lakes  and  visiting  open-air  markets  and 
shrines.  Comfortable  inns  and  hotels  add  to  your  en¬ 
joyment  of  this  comprehensive  trip  through  the  incom¬ 
parable  highlands. 


'Double  Cabins  Without  Private  Bath  or  Toilet 
19,  20,  21,  22,  23  or  25,  24  or  26,  27  or  29,  28  or 
30,  31,  32,  33,  34,  37,  38,  39,  40  ...  .  .  . 
Single  Cabins  Without  Private  Bath  or  Toilet  35,  36 
Single  Cabins  With  Private  Shower  and  Toilet  11,  14 
Double  Cabins  With  Private  Tub  Bath  and  Toilet 
9,  10,  23  or  25,  24  or  26,  27  or  29.  28  or  30  .  . 

15.  16.  17,  18 . 

.Suites  A,  B  (2  persons) . 


Antigua  is  rich  in 
history. 


;lc  Cabins  With  Private  Shower  and 
1.  2,  3,  4,  5,  6,  8 . 


Teeming  markets — busy  streets 


Sixth  Day— By  car  in  A.M.  to  Chiehieastenango  via  Solola.  Wit¬ 
ness  endless  processions  of  Indians  with  handicraft;  then  visit 
famous  open-air  market  and  400  year  old  church  of  Santo  Tomas 
(no  cameras  permitted  in  the  church).  Many  other  fascinating 
sights — Luncheon  at  hotel  in  Chiehieastenango — then  back  to 
hotel  at  Atitlan  for  dinner  and  evening  entertainment. 


TYPICAL  DAY  BY  DAY  ITINERARY  IN  GUATEMALA 

•subject  to  chance) 

First  Day— Leave  Puerto  Barrios  by  rail  in  parlor  cars  in  A.M. 
Luncheon  enroute  at  Zacapa.  Arrive  Guatemala  City  in  evening 
and  board  cars  for  transfer  to  hotel.  Dinner  and  overnight  at  hotel. 

Second  Day — Leave  hotel  at  9  A.M.  for  automobile  trip  includ¬ 
ing:  Archaeological  Museum,  residential  suburbs,  Olympic  Stadium. 
After  luncheon,  trip  includes  Plaza  Central,  Cathedral,  National 
Palace,  Temple  of  Minerva,  Relief  Map.  Central  Market  abound¬ 
ing  in  flowers,  fruits  and  textiles.  Dinner  and  overnight  at  hotel. 

Third  Day— By  car  in  A.M.  to  Antigua  via  Lake  Amatitlan  and 
Palin.  Luncheon  at  hotel  in  Antigua.  P.M.  automobile  sightsee¬ 
ing  tour.  Dinner  and  overnight  in  hotel  at  Antigua. 

Fourth  Day — Automobile  tour  through  coffee  plantations  to 
Ciudad  Yieia  (founded  in  1527).  Luncheon  at  hotel  in  Antigua. 


406 


Pan  American  Exhibit  23. 

Total  Sea  and  Air  Travel  between  the  United  States  and 
Guatemala  by  Gateway,  for  Fiscal  Years  1946  through  1950 


Gateways 


Year 

Total 

New 

U.  S. 

New  York 

Baltimore 

Miami 

Orleans 

Other 

Sea  Travel 

1946  . 

249 

19 

— 

6 

85 

139 

1947  . 

..  1,543 

27 

136 

1 

1,146 

233 

1948  . 

..  11.866 

1,189 

313 

3 

10.220 

141 

1949  . 

..  11,125 

2,770 

59 

2 

8,224 

70 

1950  . 

..  S,719 

2,341 

4 

1 

6,346 

27 

Total  . 

..  33,502 

6,346 

512 

13 

26,021 

iTo 

Percent  .. 

100.0 

18.9 

1.5 

.1 

77.7 

1.8 

Air  Travel 

1946  . 

...  6,484 

— 

2,697 

3,787 

1947  . 

...  12,693 

— 

— 

1,717 

10,885 

91 

1948  . 

..  11,665 

— 

— 

1,816 

9,844 

o 

1949  . 

..  12,261 

— 

19 

2,018 

10,181 

43 

1950  . 

..  14,854 

— 

— 

2,244 

12,289 

321 

Total  . 

..  57,957 

— 

19 

10,492 

46,986 

460 

Percent  .. 

..  100.0 

— 

— 

18.1 

81.1 

.8 

Note  :  Excludes  Cruise  Passengers. 

Source:  United  States  Immigration  and  Naturalization  Service,  Annual 
Report,  1946,  1947,  1948,  and  1949.  Monthly  Report,  July-Dccembcr 
1949,  and  January  through  June  1950. 
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Revenue  Passengers  Carried  by  Pan  American  between  the 
United  States  and  Guatemala,  by  Gateway  During 
September,  1948  and  March,  1949 


/ - Passengers  Carried  Via : - , 

Total  New  New 

U.  S.  Miami  Orleans  York  Houston  Other 


September,  1948.. 

S44 

88 

662 

— 

82 

12 

March,  1949  . 

1,065 

154 

792 

2 

84 

33 

Total  . 

1,909 

242 

1454 

2 

166 

45 

Percent  by 
Gateway  . 

100.0 

12.7 

76.2 

.1 

8.7 

2.3 

Source:  Civil  Aeronautics  Board,  Airline  Traffic  Survey,  September,  1948 
and  March  1949. 
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Comparison  of  Revenue  Passengers  Carried  by  Pan  American 
between  the  United  States  and  Guatemala  and  in  All 
Operations  of  its  Latin  American  Division 


Months 

Revenue 
Passengers 
Carried 
Between  the 

U.  S.  and 
Guatemala1 

Revenue 
Passengers 
Carried  in 
Total  Latin 
American 
Operations2 

Percent 

U.  S.-Guatemala 
is  of  Total 
Latin  American 

Operation 

; 

September  1947.... 

820 

59,033 

1.39 

March  1948 . 

989 

64,641 

1.53 

September  1948.... 

844 

55,250 

l.p2 

March  1949 . 

...  1,065 

67,479 

1.58 

1  Source:  Civil  Aeronautics  Board,  Airline  Traffic  Survey,  for  respective 

months. 

2  Source:  Civil  Aeronautics  Board,  Recurrent  Reports,  for  respective  months. 
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Comparison  of  Estimated  Revenue  Passenger  Miles  Generated 
by  Pan  American  between  the  United  States  and  Guatemala 
and  in  All  Operations  of  its  Latin  American  Division 


Months 

Estimated 
Revenue 
Passenger 
Miles 
Generated 
Between  the 

U.  S.  and 
Guatemala1 

Revenue 
Passenger 
Miles 
Generated 
in  Total  Latin 
American 
Operations2 

Percent 

U.  S.-Guatemala 
is  of  Total 
Latin  American 
Operations 

September  1947.. 

879,040 

55,971,000 

1.57 

March  1948 . 

1,060,208 

47,256,000 

2.24 

September  1948.. 

904,768 

47,182,000 

1.92 

March  1949 . 

1,141,680 

49,962,000 

2.29 

1  Source:  Revenue  Passengers  from  Civil  Aeronautics  Board,  Airline  '  Trafflo 

Survey,  for  respective  months.  Air  mileage  New  Orleans-Guatemala 
City  used  to  estimate  revenue  passenger  miles  generated. 

2  Source :  Civil  Aeronautics  Board,  Recurrent  Reports,  for  respective  months. 
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EXTRACTS  FROM  MINUTES  OF  MEETINGS  OF  THE 
BOARD  OF  DIRECTORS  AND  EXECUTIVE  COMMIT¬ 
TEE  OF  THE  BOARD  OF  DIRECTORS  OF  PAN 
AMERICAN  AIRWAYS  CORP.  RE  1940  AND  1945 
FINANCING  ARRANGEMENTS. 

I.  Extracts  From  Minutes  Re  1940  Financing 
Arrangements 

A  special  meeting  of  the  Board  of  Directors  of  Pan 
American  Airways  Corporation  was  held  at  Suite  5800,  No. 
135  East  42nd  Street,  Borough  of  Manhattan,  New  York 
City,  on  the  26th  day  of  September,  1939,  at  4:10  o’clock 
in  the  afternoon. 

Present:  Messrs.  S.  Sloan  Colt,  Artemus  L.  Gates, 
G.  B.  Grosvenor,  Robert  Lehman,  E.  0.  McDonnell,  Mark 
T.  McKee,  George  Mixter,  Thomas  A.  Morgan,  William  S. 
Paley,  F.  B.  Rentschler,  J.  T.  Trippe,  C.  V.  Whitney  and 
John  Hay  Whitney,  constituting  a  quorum. 

The  meeting  took  under  consideration  possible  future 
financing  of  the  Corporation.  After  full  discussion  thereof, 
authority  was  granted  to  the  management  (Messrs.  Leh¬ 
man  and  McDonnell  not  voting)  to  conduct  and  conclude 
negotiations  with  Lehman  Bros,  and  G.  M.-P.  Murphy  & 
Co.  for  the  underwriting,  on  such  terms  as  shall  be  approved 
by  the  Executive  Committee,  of  a  number  of  shares  of  the 
Company’s  presently  unissued  stock  sufficient  to  raise 
between  $5,000,000  and  $6,000,000,  and  to  arrange  for  the 
offering  of  subscription  rights  on  such  shares,  under  such 
terms  as  the  Executive  Committee  shall  approve,  to  the 
Company’s  stockholders  and  to  the  participants  under  the 
Company’s  Management  Stock  Purchase  Plan  and  also  to 
the  Company’s  President  in  respect  of  his  existing  stock 
purchase  option,  and  to  take  all  appropriate  action  as  may 
be  pertinent  to  such  underwriting  and  stock  offering,  includ¬ 
ing  the  conclusion  of  arrangements  for  the  requisite  audit 
and  for  the  listing  of  such  shares  and  subscription  rights 
on  the  New  York  Stock  Exchange  and  the  registration 
thereof  under  the  Securities  Act  and  the  Securities 
Exchange  Act. 
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June  20,  1944 

Memorandum  to  Messrs.  Morris  Natelson 

Philip  Siff 

Herman  Kahn  j 

John  S.  Osborne 

Possible  National-Northeast  Airlines  Merger 

We  will  probably  play  a  leading  part  in  working  out  a 
merger  of  the  above  mentioned  air  lines.  Our  interest  is 
one  as  a  substantial  stockholder  and  banker  of  National.  In 
addition,  we  own  a  small  amount  of  stock  of  Northeast, 
which  is  effectively  controlled  by  Atlas  Corporation. 
Although  we  will  probably  devote  a  lot  of  time  to  this 
subject,  there  is  no  assurance  as  yet  that  we  can  work  out 
a  fee  for  ourselves. 

As  you  know,  the  past  operations  of  National  and  North¬ 
east  are  meaningless  from  the  standpoint  of  a  merger ;  both 
companies  have  shown  almost  no  earning  power  since  incep¬ 
tion.  At  the  present  time,  National  and  Northeast  each 
have  outstanding  exactly  500,000  shares  of  common  stock 
and  nothing  else.  The  market  for  National  is  around  15 
and  for  Northeast  around  10.  The  feeling  around  the  shop, 
however,  is  that  the  proper  exchange  ratio  should  be  more 
favorable  to  National  than  3  to  2,  for  it  is  believed  that 
National  will  contribute  far  more  in  the  way  of  potentiali¬ 
ties  than  will  Northeast. 

Will  you  kindly  give  this  outline  of  items  to  be  considered 
in  connection  with  a  possible  merger  your  very  careful 
attention,  and  advise  me  of  any  suggestions  you  may  have 
to  make. 

This  matter  is  highly  confidential. 

i 

D.  A.  Henderson 


cc:  Mr.  D.  H.  Loomis 
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June  22,  1944 

Mb.  G-.  T.  Baker 
Hotel  Carlton 
Washington,  D.  C. 

Dear  Ted: — 

Don  Loomis  and  I  have  been  giving  a  great  deal  of 
thought  for  the  past  few  days  to  the  problems  of  a  possible 
merger  of  your  company  with  Northeast  Airlines.  In  order 
to  have  something  on  paper,  we  have  drawn  up  a  tentative 
list  of  items  to  be  considered  and  a  copy  is  enclosed. 

Also,  I  wish  to  report  to  you  that  I  have  talked  in  con¬ 
fidence  with  Mr.  Ed  Weisl,  who  states  that  Mr.  Odium 
knows  that  we  are  working  on  a  suggested  merger  plan 
and  he  heartily  approves  in  principle.  At  the  moment, 
Mr.  Odium  is  in  Johns  Hopkins  Hospital  and  will  not  be 
back  in  New  York  until  some  time  next  week.  He  asks 
whether  you  have  formulated  any  plans  in  your  own  mind 
to  take  over  the  management  of  Northeast  prior  to  a  pos¬ 
sible  merger.  I  told  Weisl  how  busily  occupied  you  were 
with  CAB  hearings  but  that  I  was  sure  you  could  be  counted 
upon  to  come  to  New  York  within  the  next  two  weeks  to 
discuss  the  subject  of  management  in  detail. 

You  will  be  very  much  interested  in  the  “Market 
Record”  enclosed,  dealing  with  the  common  stocks  of  your 
company  and  Northeast.  One  of  the  most  important  factors 
in  the  determination  of  an  equitable  merger  is  the  market 
relationship  that  has  existed  over  a  representative  period 
of  time.  Fortunately,  in  this  instance  we  are  dealing  with 
identical  capitalizations,  which  was  of  course  one  of  the 
very  good  reasons  for  your  splitting  your  stock  this  spring. 
Currently  these  markets  seem  to  indicate  that  the  exchange 
ratio  should  be  somewhere  in  the  vicinity  of  3  shares  of 
Northeast  for  2  shares  of  National.  In  order  ihat  vou  mav 
see  just  what  effect  various  exchange  ratios  would  have  on 
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your  percentage  ownership  in  the  merged  company,  the 
following  table  has  been  worked  out : 

G.  T.  Baker  Atlas 

Present  Approx.  Holdings 

National  — shs . 

150,000  shs. 

-0- 

-%  . 

31.8% 

-0- 

Northeast — shs . 

-0- 

90,000  shs. 

-%  . 

-0- 

18.0% 

%  Of  Stock  Owned  In  Merged 

Company  Based  on  Following  j 

Merger  Ratio  (a) 

2  (even)  . 

15.9% 

9.0% 

2V4 . 

16.8 

8.5 

2% . 

17.7 

8.0 

23/4  . 

18.4 

7.5 

3  (3:2)  (b)  . 

19.1 

7.2 

m . 

19.7 

6.8 

31/2 . 

20.2 

6.5 

33/4 . 

20.7 

6.3 

4  (2:1)  . 

21.2 

6.0 

(a)  Number  of  shares  of  Northeast  common  for  two  shares  of  National. 

(b)  Approximate  present  market  relationship— see  attached  t( Market 
Record”. 

Loomis  will  be  away  from  New  York  the  early  part  of 
the  coming  week,  hut  T  shall  be  here  with  the  exception  of 
Friday,  June  30,  when  X  am  moving  my  household.  | 
When  do  you  think  you  can  come  up  to  discuss  some 
of  these  matters?  Since  I  understand  Mr.  Brawner  is  in 
Washington  with  you,  why  don’t  you  bring  him  along,  for 
I  assume  that  he  will  take  the  laboring  oar  in  preparing  any 
data  that  has  to  be  worked  up  in  connection  with  the  merger. 

With  kind  regards,  I  am, 

Sincerely, 

Donald  A.  Henderson 

DAH-sb 

enclosure 
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July  13, 1944 

Mr.  G.  T.  Baker,  President 
National  Airlines,  Incorporated 
Municipal  Airport 
Jacksonville  4,  Florida 

Dear  Ted: 

Your  letter  to  Don  Henderson  enclosing  studies  of  rela¬ 
tive  earning  power  of  National  to  Northeast  finally  reached 
me,  since  Henderson  is  away  on  vacation.  Inasmuch  as  I 
am  leaving  on  my  vacation  today,  I  have  turned  it  over  to 
Jim  Szold  who  will  take  it  up  with  Bobby,  who  is  expected 
back  in  the  office  some  time  next  week.  All  of  us  feel  that 
the  next  move  should  await  Bobby’s  return. 

I  imagine  Don  told  you  of  his  meetings  with  the  Atlas 
people  last  week.  In  any  event,  I  am  enclosing  copy  of  his 
memorandum  to  me  concerning  the  meeting.  As  you  will 
see,  he  feels  that  they  are  going  to  be  rather  difficult  to 
deal  with. 

I  am  sorry  I  missed  your  call  the  first  of  the  week,  hut 
assume  you  would  have  called  yesterday  or  today  if  it 
involved  a  pressing  matter. 

I  have  tried  to  call  the  man  at  Twentieth  Century  Print¬ 
ing  who  handled  your  deal  but  have  not  reached  him  as  yet. 
I  suspect  the  reason  for  the  excess  of  the  bill  over  the 
estimate  was  that  the  big  amending  job  on  the  Registration 
Statement  had  to  be  done  Sunday  night  which,  under  the 
printers’  union  rules,  is  payable  at  twice  the  normal  rate. 
I  want  to  check  up  on  them  further  and  will  do  so  when  I 
get  hack  around  August  1,  so  assume  you  will  not  pay  the 
bill  until  you  hear  from  me. 

On  the  Haskins  &  Sells  hills  I  don’t  feel  that  I  have  any 
basis  for  discussing  the  matter  with  their  people  here.  As 
you  know,  their  charges  are  largely  standardized  and 
depend  on  time  spent  by  partners  and  associates  on  the  job. 
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After  being  there  with  them,  I  can  understand  why  mnch 
more  time  and  work  was  involved  than  they  believed  would 
be  necessary  at  the  time  the  estimate  was  made.  Frankly, 
I  think  their  bill  is  entirely  reasonable  and  will  prove  to 
have  been  money  well  spent.  In  any  event,  it  is  a  matter 
which  I  think  you  will  have  to  trade  out  with  Reamy,  and  I 
am  sure  our  taking  it  up  with  Haskins  &  Sells  in  New  York 
would  have  no  effect  whatsoever. 

With  best  regards,  I  am 


DHL  :m  Cordially, 

Enc. 
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I 

National  Airlines,  Inc. 

‘‘The  Buccaneer  Route” 

Municipal  Airport  Jacksonville  4,  Fla. 

July  17,  1944 

Mr.  Don  H.  Loomis  I 

c/o  Lehman  Brothers 
One  William  Street 

New  York,  New  York  i 

Dear  Don: 

Acknowledgment  is  made  of  your  letter  of  July  13th  and 
enclosure  dated  July  7th  reporting  the  results  of  Mr. 
Henderson’s  meeting  with  Mr.  Irimescu  of  Atlas  Corpora¬ 
tion,  but  there  was  not  an  attached  statement  as  indicated 
in  the  first  paragraph  of  his  memorandum.  Mr.  Irimescu ’s 
estimate  that  Northeast  will  make  $500,000.00  before  taxes 
on  the  first  year  of  operating  the  Boston-New  York  Run  is 
certainly  optimistic.  American  Airlines  who  have  operated 
Boston-New  York  for  many  years  had  some  very  interesting 
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things  to  say  about  tills  operation  at  the  hearing.  This  is 
a  small  segment  of  their  operations  and  they  doubted 
whether  it  -would  be  profitable  to  any  carrier  unless  it  was 
in  connection  with  a  transcontinental  or  similar  operation. 
I  think  the  Board  substantiated  this  view  when  they  put 
both  United  and  Transcontinental  into  Boston  through  the 
back-door,  so  to  speak,  and  Eastern  Air  Lines  and  North¬ 
east  were  put  in  from  New  York. 

I  don’t  think  there  can  be  any  question  but  that  the 
Board  expects  Northeast  and  National  to  get  together,  as 
they  seem  to  be  merger-minded.  The  savings  in  operating 
through  New  York  instead  of  terminating  there  would  cer¬ 
tainly  be  helpful  in  producing  the  earnings  anticipated  by 
Atlas  for  Northeast.  Their  past  history  in  developing  small 
towns  to  make  a  small  airline  eventually  profitable  has  not 
been  particularly  impressive. 

Mr.  Irimescu  should  be  interested  to  learn  that  National 
Airlines  was  offered  to  Eastern  Air  Lines  only  once,  and 
then  for  $15,000.00  instead  of  $1,500,000.00  as  he  had  heard. 

If  we  are  dealing  with  reasonable  men  in  this  venture, 
I  don’t  see  where  any  particular  trouble  should  develop. 
The  support  we  could  provide  would,  in  many  ways,  be  very 
helpful  in  connection  with  their  application  to  operate 
across  the  North  Atlantic. 

I  am  going  to  Chicago  tomorrow  and  will  be  in  Jackson¬ 
ville  at  the  end  of  the  week. 

With  best  regards,  I  am, 


Very  truly  yours, 

National  Airlines,  Inc. 
(s)  Ted 

G.  T.  Baker,  President 


GTB  :gcf 
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August  9,  1944 

Mr.  G-.  T.  Baker,  President 
National  Airlines,  Inc. 

Municipal  Airport 

Jacksonville,  Florida  j 

Dear  Ted: — 

I  am  back  on  the  job  after  a  four  weeks’  rest  which  I 
enjoyed  tremendously. 

This  morning  I  had  a  chance  to  have  a  talk  with  Robert 
Lehman,  who  brought  me  up  to  date  on  all  that  has  hap¬ 
pened  since  I  last  saw  you.  I  am  very  sorry  that  when  you 
were  here  in  New  York  you  did  not  have  a  copy  of  the  May 
financial  statements  of  Northeast  Airlines.  These  were  in 
my  desk,  and  copies  had  been  sent  to  Brawmer  in  Jackson¬ 
ville  the  Friday  before  you  came  up. 

I  am  enclosing  a  market  record  on  the  common  stocks  of 
National  and  Northeast.  Listing  of  your  stock  appears  a 
most  desirable  step.  I  suspect  that  the  present  market 
for  Northeast  reflects  all  the  merger  talk  that  is  gbing 
around  and  which  received  recognition  in  a  Wall  Street 
Journal  article  of  recent  date  which  you  saw.  Where  these 
rumors  started  from  we  are  at  a  loss  to  know,  but  it  is 
conceivable  that  they  came  directly  from  the  people  on 
the  other  side  of  the  table.  You  know  we  have  always  felt 
that  Northeast  had  more  to  gain  from  this  merger  than 
National,  hence  from  their  standpoint,  publicity  would  prove 
beneficial,  as  has  been  the  case. 

All  of  this  means  that  National  should  attempt  to  keep 
its  name  constantly  before  the  investing  public.  Develop¬ 
ments  such  as  the  securing  of  additional  planes,  plans  for 
the  New  York  run,  new  leases  of  terminal  space,  proposed 
listing  on  the  New  York  Stock  Exchange,  etc.,  should  be 
fully  publicized  in  the  New  York  area,  and  we  would  like 
to  work  more  closely  with  you  on  these  matters. 
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When  you  are  next  here,  it  seems  to  me  that  it  would 
prove  very  helpful  to  all  of  us  if  we  could  produce  rough 
valuations  of  National,  Northeast  and  Pennsylvania  Cen¬ 
tral,  based  on  post-wmr  prospects.  One  short  cut  is  to 
make  an  assumption  on  revenue  mileage  and  profit  margins. 
I  have  a  pretty  good  idea  of  what  National  is  susceptible 
of  showing,  and  I  would  think  that  any  figure  before  taxes, 
reflecting  operation  of  the  New  York  run,  between  $500,000 
and  $750,000,  would  be  within  reason.  This  is  predicated, 
however,  on  not  less  than  four  round  trips  between  New 
York  and  the  South.  What  do  your  estimates  show?  Don’t 
forget  that  one  of  your  earlier  exhibits  filed  with  the  CAB 
budgeted  a  loss  from  operations  in  the  first  year  after 
inaugurating  the  New  York  run.  Atlas  Corporation  is 
fully  familiar  with  this  exhibit,  and  we  must  be  prepared 
to  knock  it  out  quickly. 

On  Northeast,  Don  informs  me  that  you  intend  to  work 
up  a  schedule  showing  the  value  to  that  company  of  the 
New  York  run.  What  do  you  think  Northeast  is  worth 
with  the  New  York  run  superimposed  on  the  rest  of  their 
system?  From  my  inter-office  memorandum  of  July  7, 
which  I  understand  Loomis  sent  to  you,  you  are  advised 
that  Atlas  Corporation  estimates  that  Northeast,  reflecting 
the  New  York  run,  will  show  $500,000  profit  before  taxes  on 
the  first  year  of  operation. 

As  far  as  Pennsylvania  Central  is  concerned,  we  do 
not  have  very  much  here  to  -work  with  other  than  w’hat 
appears  in  the  usual  statistical  manuals.  I  note,  however, 
that  in  the  calendar  year  1941  they  flew  6,455,168  revenue 
miles.  At  its  present  market  of  I6V2  for  463,816  shares  of 
common  stock  (the  sole  capitalization  of  the  company)  a 
far  better  merger  can  perhaps  be  made  in  the  first  instance 
with  Pennsylvania  Central  rather  than  Northeast.  I  am 
beginning  to  give  some  thought  to  this  matter,  and  would 
appreciate  any  help  that  you  can  furnish  from  vour  end. 
For  example,  on  the  basis  of  his  knowledge  of  the  company, 
and  on  the  basis  of  applications  before  the  CAB,  can 
Brawmer  make  some  estimates  on  post-war  rev. — miles  and 
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profit  margins  for  Pennsylvania  Central?  Maybe  these 
calculations  will  not  prove  very  much,  but  at  least  they  will 
be  interesting  and  will  give  us  a  chance  to  compare  the 
current  market  valuation  of  the  three  companies  in  terms 
of  post-war  mileages  and  profit  margins. 

At  some  stage  in  our  thinking  it  probably  will  be  wise 
to  have  the  working  crew  all  in  one  place,  and  whether  this 
should  be  New  York,  Washington  or  Jacksonville  makes  no 
difference  to  Don  Loomis  and  myself.  In  the  final  analysis 
horse  trading  is  going  to  play  a  major  part  in  any;  deal 
that  is  worked  out.  Also  we  know  that  no  deal  will  be 


acceptable  to  stockholders  that  departs  radically  from 
existing  markets.  However,  it  behooves  us  to  know  that 
existing  markets  are  reasonable  in  terms  of  future  pros¬ 
pects.  Unless  this  is  the  case,  I  am  sure  that  you  as  Presi¬ 
dent  of  National  would  not  want  to  have  anything  to  do  with 
a  deal. 


Robert  Lehman  says  that  you  hope  to  be  back  in  New 
York  some  time  next  week,  or  shortly  thereafter.  Loomis 
and  I  will  be  right  on  the  job  and  anxious  to  help  out  ip  any 
way  that  we  can.  Tell  Brawnier  to  be  sure  to  let  me  know 
if  there  is  anything  more  he  wants  from  Northeast.  The 
Atlas  people  appear  to  be  very  anxious  to  give  us  every¬ 
thing  we  ask  for. 

You  can  expect  an  answer  from  us  some  time  this  week 
on  the  personal  tax  problem  that  you  wrote  us  about  in 
July. 

Sincerely, 


DAH-sb 


Donald  A.  Henderson 

I 


enclosure 

P.  S.  Since  dictating  the  above,  I  have  had  some  simple 
figures  worked  out  on  National,  Northeast  and  Pennsyl¬ 
vania  Central.  Won’t  you  please  look  these  over  and  tell 
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me  what  changes  should  be  made  on  “post-war  prospects” 
for  National  and  what  figures  should  be  inserted  for  North¬ 
east  and  Pennsylvania  Central.  I  think  you  will  agree 
that  Pennsylvania  Central  certainly  should  be  carefully 
studied  as  a  merger  prospect,  for,  in  terms  of  current 
market  value,  it  seems  to  be  selling  on  a  far  more  attractive 
basis  than  Northeast. 
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ATLAS  CORPORATION 
Thirty-three  Pine  Street 
New  York  5,  N.  Y. 

October  10,  1944. 

Mr.  Robert  Lehman, 
c/o  Lehman  Bros., 

1  William  Street, 

New  York,  N.  Y. 

Dear  Bobby: 

I  am  enclosing  herewith  memorandum  dealing  with 
Northeast  Air  Lines’  estimate  of  traffic  and  income  from 
its  New  York-Boston  run.  This  has  to  do  with  our  con¬ 
versation  of  some  weeks  back  with  Mr.  Baker  concerning 
the  National  Air  Lines  and  the  Northeast. 


Sincerely, 


(s)  Floyd 
Floyd. 
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October  16,  1944. 

| 

Me.  Floyd  Odlum 
Atlas  Corporation 
33  Pine  Street 

New  York  5,  N.  Y.  j 

! 

Dear  Floyd :  j 

Thank  yon  for  your  memorandum  referring  to  North¬ 
east  Air  Lines  income  on  its  Boston  run. 

I  will  look  it  over  with  interest  and  wonder  whether  it 
is  appropriate  for  me  to  send  it  to  Ted  Baker.  Will  you 
let  me  know.  I 

i 

Yours  sincerely, 

Robert  Lehman 

RL:r 


I 
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October  19,  1944 

Mr.  G.  T.  Baker,  President 
National  Airlines,  Inc. 

Municipal  Airport 
Jacksonville,  Florida 

Dear  Ted: — 

Before  leaving  for  the  Coast  today  for  a  short  stay, 
Robert  Lehman  handed  me  the  attached  memorandum 
from  Floyd  Odium  which  just  came  in.  We  have  not  had 
a  chance  to  study  this  carefully,  but  have  observed  that  he 
has  reduced  his  “rock  bottom”  earnings  estimate  con¬ 
siderably.  In  transmitting  this  study  to  us,  Mr.  Odium 
made  no  comment  other  than  to  say — 

“I  am  enclosing  herewith  memorandum  dealing 
with  Northeast  Air  Lines’  estimate  of  traffic  and 
income  from  its  New  York-Boston  run.  This  has  to 
do  with  our  conversation  of  some  weeks  back  with 
Mr.  Baker  concerning  the  National  Airlines  and  the 
Northeast.” 

I  would  be  interested  in  your  comments.  With  kind 
regards,  I  am, 

Sincerely, 

Donald  A.  Henderson 

DAH-sb 


enclosure 
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Lehman  Brothers 

One  William  Street  I 

New  York  4,  N.  Y, 
January  5, 1945 

| 

Mb.  G.  T.  Baker,  President 
National  Airlines,  Inc. 

Municipal  Airport 
Jacksonville,  4,  Fla. 

j 

Dear  Ted, 

George  Wies  is  with  the  Sperry  Company  in  the  field 
of  direction  finders  and  other  kindred  products.  He  wants 
to  see  you  and  will  be  glad  to  come  down  to  Jacksonville 
soon  to  do  so.  I  think  he  is  anxious  to  interest  you  in  their 
direction  finders.  He  is  a  great  fellow  and  I  can  vouch 
for  him  in  every  way. 

Let  me  know  if  and  when  you  could  see  him  and  I  will 
pass  the  message  on.  Or  better  yet,  if  you  would  let  him 
know  to: 

George  A.  Wies 
112  Kingsbury  Road 
Garden  City,  Long  Island 

I  would  appreciate  it. 

Tommy  and  Joe  came  back  and  were  here  at  luncheon 
yesterday.  We  talked  about  you  and  the  great  progress 
you  have  made  with  National. 

Let  me  hear  from  you. 

Yours  sincerely, 

/s/  Robert  Lehman 
Robert  Lehman 


lp  ;wm 
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January  8,  1945 

Me.  Robert  Lehman 
c/o  Lehman  Brothers 
One  William  Street 
New  York  4,  N.  Y. 

Dear  Bobby: 

I  will  be  very  happy  to  talk  with  Mr.  George  A.  Wies 
at  any  time,  but  as  I  will  be  in  New  York  on  January  22nd 
and  23rd,  it  would  save  him  a  trip  if  an  appointment  can  be 
arranged  at  that  time. 

Joe  called  me  Saturday  from  New  York,  and  I  expect  to 
see  Johnny  and  him  in  Washington  about  the  18th  or  19th. 

Kindest  regards, 


Very  truly  yours, 

National  Airlines,  Inc. 

G.  T.  Baker,  President 


GTB  :gcf 
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National  Airlines,  Inc. 

_  i 

“The  Buccaneer  Route” 

i 

Municipal  Airport  Jacksonville  4,  Fla. 

February  6,  1945 

Mr.  Robert  Lehman 
c/o  Lehman  Brothers 
One  William  Street 

New  York  City  j 

Dear  Bobby,  I 

I  am  enclosing  herewith  the  following:  Exhibit  No.  1, 
estimating  National’s  Profit  and  Loss  Statement  for  Jan¬ 
uary  1945;  Exhibit  No.  2,  showing  Mileage  and  Traffic,  as 
well  as  Revenue  and  Expense  data;  Exhibit  No.  3,  showing 
comparative  Mileage,  Traffic  and  Financial  data  for  North¬ 
east  and  National  for  the  month  of  October  1944;  and 
Exhibit  No.  4,  estimating  Mileage,  Traffic,  Expenses  and 
Revenues  in  the  operation  of  12  airplanes  by  National,  which 
we  now  have  on  hand — 6  in  operation  and  6  going  through 
reconversion  in  our  shops. 

It  is  interesting  to  note  that  in  October  1944,  Northeast 
operated  5,237,019  mail  pound  miles  and  received  mail  pay 
in  the  amount  of  $24,S04.00,  whereas  National  operated 
78,241,242  pound  miles  and  received  $24,388.00  mail  pay. 
You  will  also  note  that  Northeast’s  passenger  revenue  per 
revenue  passenger  mile  is  5.99^  as  compared  with  National’s 
4.90^.  Their  load  factor  is  53.46%,  and  ours  is  88.46%,  for 
the  month  of  November  1944.  For  the  same  month  their 
average  revenue  passenger  load  was  11.75  passengers  in  a 
21-passenger  Douglas,  and  ours  was  12.04  passengers  iu  a 
14-passenger  Lodestar.  Many  very  interesting  comparisons 
can  be  drawn  from  the  enclosed  Exhibits. 

The  book  value  of  each  Company  is  easily  ascertainable 
from  the  statements  you  have  on  file.  Our  January  state¬ 
ment  will  be  forwarded  to  you  in  about  ten  days. 
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It  is  obvious  that  a  consolidation  of  National  and  North¬ 
east  is  most  logical  and  would  be  in  the  public  interest. 
The  money  that  would  be  saved  by  such  a  consolidation 
would,  in  New  York  City  alone,  save  a  considerable  sum  of 
money — maybe  in  the  hundreds  of  thousands,  in  landing 
fees,  airport  and  air  terminal  rentals,  and  overhead.  If 
Northeast  and  National  get  together  we  would  propose  to 
operate  all  schedules  through  New  York  between  Boston 
and  Miami,  Boston  and  New  Orleans,  and  Montreal  and 
Miami.  Local  service  would  be  operated  out  of  Boston 
throughout  the  New  England  Area  over  Northeast’s  pres¬ 
ently  authorized  routes.  Local  service  would  also  be  oper¬ 
ated  out  of  Jacksonville  over  National’s  presently  author¬ 
ized  routes.  If  and  when  National  is  authorized  to  enter 
the  Caribbean  Area,  and  prospects  look  good,  then  excellent 
through  service  could  be  provided  between  major  cities  in 
this  area  and  New  York,  New  England  and  Montreal.  We 
have  been  recommended  by  the  Public  Counsel  to  operate 
from  Tampa  directly  across  the  Gulf  to  Pensacola  and  New 
Orleans,  which  will  improve  our  position  immensely.  We 
believe  there  is  every  possibility  of  reversing  the  Exam¬ 
iner’s  recommendation  in  the  Great  Lakes-Florida  Case. 
From  the  concensus  of  opinion  we  have  observed,  Northeast 
is  given  a  slim  chance  of  obtaining  authorization  to  operate 
across  the  North  Atlantic. 

Insofar  as  management  is  concerned,  Northeast’s  execu¬ 
tives  and  other  personnel  would  fit  very  nicely  into  Nation¬ 
al’s.  If  the  deal  is  consummated,  we  would  plan  to  place 
a  man  in  New  York  or  Boston  as  Regional  Vice  President 
and  move  the  general  offices  of  the  Company  to  Jackson¬ 
ville  and  later  to  Miami  when  facilities  are  completed  there. 
Major  maintenance  facilities  would  be  continued  at  Boston 
and  Jacksonville,  with  minor  facilities  available  at  New 
York,  Mami  and  New  Orleans  as  they  now  are.  The  over¬ 
haul  base  would  be  at  Jacksonville  until  facilities  are  com¬ 
pleted  at  Miami,  when  major  facilities  would  then  be  trans¬ 
ferred  there  and  Jacksonville  would  revert  to  a  minor  main- 
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tenance  base.  Our  traffic  organization  would  be  unchanged, 
but  expanded  in  Boston,  Montreal  and  the  areas  served  by 
Northeast  to  incorporate  the  procedures  and  policies  we 
have  found  to  be  desirable.  The  actual  consolidation  and 
operation  of  the  two  properties  would  really  be  a  very 
simple  procedure  and  could  be  accomplished  with  minimum 
confusion.  We  could  immediately  decrease  their  operating 
expenses  from  113.49^  per  mile  to  a  figure  near  the  average 
for  the  industry.  As  soon  as  the  6  ships  now  being  con¬ 
verted  in  our  shops  are  ready,  which  will  be  next  month, 
we  could  inaugurate  at  least  6  trips  per  day  between  New 
York  and  Boston  in  addition  to  those  contemplated  by 
Northeast. 

This  deal  seems  so  logical  that  if  Mr.  Odium  is  unduly 
concerned  about  the  loss  of  a  few  points  on  the  valuation 
he  places  on  the  potential  future  possibilities  of  Northeast, 
I  am  confident  he  will  see  the  immediate  possibilities  of 
appreciated  values  once  the  consolidation  is  announced  as 
concluded.  Now  is  the  time  to  make  a  deal  before  Northeast 
gets  set  up  in  New  York,  if  we  are  to  reap  the  greatest 
benefits. 

Let  me  know’  how  it  progresses. 

Kindest  regards, 

Sincerely, 

National  Airlines,  Inc. 

i 

| 

/s/  Ted 

G-.  T.  Baker,  President. 

GTB  :gcf 

Enel.  j 

P.  S.  In  the  month  of  November  1944,  Northeast  com¬ 
pleted  75.71%  of  its  scheduled  miles  and  National  Airlines 
completed  97.70%.  Theirs  is  the  lowest  for  the  industry, 
the  next  highest  to  them  being  89.43%. 

G.  T.  B. 
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National  Airlines,  Inc. 

“The  Buccaneer  Route” 

Municipal  Airport  Jacksonville  4,  Fla. 

February  7,  1945 

Mr.  Robert  Lehman 
c/o  Lehman  Brothers 
One  William  Street 
New  York  City 

Dear  Bobby: 

In  connection  with  the  proposed  consolidation  we  have 
been  discussing,  don’t  you  think  it  desirable  to  advise  Mr. 
Odium  that  we  would  like  to  have  a  conference  with  his 
group  at  an  early  date  to  determine  definitely  the  possi¬ 
bilities  of  reaching  an  agreement?  If  he  still  values  North¬ 
east’s  stock  based  on  its  future  possibilities,  there  isn’t 
much  we  can  do  about  it  except  terminate  the  negotiations 
unless  he  is  well  enough  informed  to  realize,  and  wise 
enough  to  admit,  that  National’s  future  possibilities  are 
considerably  greater  than  Northeast’s.  I  don’t  know  what 
problems  Northeast  has  had  or  is  having,  but  it  is  a  matter 
of  public  record  that  their  history  for  the  past  ten  years 
reflects  negatively  on  their  future  prospects.  For  ten  years 
they  have  had  an  absolute  monopoly  from  Boston  to  Mon¬ 
treal  and  Boston  north  into  New  England,  and  for  reasons 
with  which  we  are  familiar,  they  accomplished  less  than 
anyone  in  the  industry  except  one,  Inland  Airlines,  which 
was  purchased  by  Western  Airlines  several  years  ago. 
WTien  Northeast  applied  for  the  Boston-New  York  Route, 
they  invisioned  competition  between  these  points  only  with 
American  Airlines.  As  we  all  know,  Eastern  was  extended 
from  New  York  to  Boston  and  United  and  Transcontinental 
&  Western  were  also  authorized  to  enter  Boston.  From  a 
practical  viewpoint,  it  is  obvious  that  a  small  local  carrier 
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is  going  to  have  plenty  of  difficulties  in  competition  with 
the  “Big  Four”. 

Frankly,  as  an  example  of  what  I  mean,  National  would 
prefer  to  cooperate  with  American  between  New  York  and 
Boston  simply  because  of  the  greater  possibilities  which 
exist.  At  New  York  American  could  give  us  not  only  busi¬ 
ness  from  Boston,  but  also  from  such  towns  as  Syractise, 
Rochester,  Buffalo,  Detroit  and  many  other  places.  If  we 
did  not  cooperate  with  American,  they  might  well  give  this 
business  to  Eastern  because  of  business  they  can  get  from 
Eastern  at  Chicago,  Nashville,  Memphis  and  New  York. 

An  application  we  recently  filed  from  Pensacola  to 
Philadelphia  via  various  intermediate  stops,  which  will 
give  us  a  shorter  route  between  New  York  and  New  Orleans, 
is  being  amended  so  as  to  extend  this  route  from  Philadel¬ 
phia  to  Boston  without  intermediate  stops.  This  would 
give  us  entry  into  Boston  from  both  Florida  and  New 
Orleans. 

Really,  one  of  the  most  important  reasons  we  would  be 
willing  to  pay  more  now  for  Northeast  than  it  is  actually 
worth  is  because  of  the  prestige  and  assistance  it  wohld 
give  to  National  in  our  expansion  program. 

If  we  can’t  get  together  with  Mr.  Odium,  do  you  think 
he  would  be  interested  in  selling  his  stock? 

Best  regards, 

Very  truly  yours, 

i 

National  Airlines,  Inc. 
/s/  Ted 

G.  T.  Baker,  President. 


GTBrgcf 
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Feb.  15,  1945 

Mr.  Floyd  B.  Odltjm 
Cochran  Ranch 
Box  404 

Indio,  California 
Dear  Floyd: 

Herewith  are  some  figures  referring  to  National  Air¬ 
lines  which  I  understand  you  wanted  to  see. 

I  hope  that  you  are  enjoying  your  stay  on  the  ranch  and 
getting  a  good  rest.  When  do  you  expect  to  be  back?  I  am 
looking  forward  to  seeing  you. 

Yours  sincerely, 

Robert  Lehman 

RL  :lp 
Ends.  (4) 
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March  9,  1945 

Mr.  G.  T.  Baker,  President 
National  Airlines,  Incorporated 
Municipal  Airport 
Jacksonville  4,  Florida 

Dear  Ted: 

This  is  what  Mr.  Irimescu  sent  over  in  response  to  my 
request  some  time  ago  for  Northeast  figures. 

They  have  requested  that  the  Registration  Statement 
be  returned  to  them  so  please  bring  it  back  with  you  on  your 
next  trip  up. 

With  best  regards,  I  am 

Sincerely, 

DHL  :m 
Enc. 
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Atlas  Corporation 

Thirty-three  Pine  Street 
New  York  5,  N.  Y. 

March  7,  1945. 

Mr.  Donald  Loomis 
Lehman  Bros. 

1  William  St. 

New  York,  New  York. 

Dear  Mr.  Loomis: 

At  Mr.  Irimescu’s  suggestion  I  am  sending  you  here¬ 
with  the  report  of  Northeast  Airlines  for  the  years  1943 
and  1942.  Also  attached  is  a  copy  of  the  Registration 
Statement.  I  would  appreciate  your  returning  the  Regis¬ 
tration  Statement  as  soon  as  it  has  served  your  purpose. 
You  may  keep  the  reports. 

Very  truly  yours, 

/s/  Eleanor  Speck 
Eleanor  Speck 
Librarian. 
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Memorandum  to  Mr.  Robert  Lehman  : 

In  accordance  with  our  conversations  with  Ted  Baker 
last  week,  I  propose  to  discuss  the  contemplated  Northeast- 
National  merger  with  Mr.  Irimescu  on  the  following  basis : 

Mr.  Baker  will  entertain  a  proposal  for  a  merger  on 
the  basis  of  two  shares  of  National  Common  Stock  for  each 
three  shares  of  Northeast  Common  Stock. 

The  foregoing  is  conditioned  on  Mr.  Baker  being  sat¬ 
isfied  as  to  the  properties  of  Northeast  and  its  territory 
after  a  trip  over  the  line,  and  upon  receipt  of  Mr.  Odium’s 
personal  assurances  that  Atlas  Corporation  does  not  expect 
representation  on  the  Board  of  Directors  or  management 
of  the  merger  company. 


March  22,  1945. 


Donald  H.  Loomis 
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October  18,  1945 

Memorandum  to  file 

NATIONAL  AIRLINES 

Bedell  Monroe,  President  of  Penn  Central  Airlines,  and 
Mr.  Johnson,  Counsel,  yesterday  called  on  Robert  Lehman 
to  discuss,  in  a  general  way,  the  possibility  of  a  merger  of 
P.  C.  A.  and  National.  Don  Loomis  and  I  also  were  present. 

Briefly,  the  situation  stands  about  this  way: 

1.  Monroe  and  Johnson  obviously  are  of  the  con¬ 
viction  that  the  merger  is  extremely  sound  from  a 
point  of  view  of  combining  the  routes  of  the  company. 

2.  While  Monroe  had  a  sheaf  of  mathematical  com¬ 
putations  on  the  subject  of  equitable  exchange  ratios 
for  the  respective  stocks  of  the  company,  he  was  quick 
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to  acknowledge,  as  was  Johnson,  that  the  only  practical 
exchange  ratio  would  be  on  a  basis  of  current  market 
value. 

3.  Three  principal  factors  must  be  resolved. 

a.  Baker  and  Monroe  must  be  able  to  arrive  at 
an  understanding  of  working  together  in  mutual  har¬ 
mony.  Apparently,  it  was  the  feeling  that  there  is 
not  much  of  a  problem  here  at  all. 

b.  Baker,  owning  150,000  shares  of  common, 
would  be  the  largest  single  stockholder  of  the  com¬ 
bined  companies  and,  according  to  Monroe,  would 
have  working  control  although  very  far  short  of 
voting  control.  Johnson  emphasized  the  necessity 
of  putting  both  Baker  and  Monroe  on  a  parity  ydth 
respect  to  stock  interest,  and  the  suggestion  was 
made  that  perhaps  this  could  be  done  by  way  of 
escrowing  part  of  Baker’s  stock  under  a  voting  trust 
agreement. 

c.  An  equitable  ratio  with  respect  to  common 
stocks  would  have  to  be  formulated,  but,  as  noted 
above,  it  was  agreed  by  all  that  only  market  quota¬ 
tions  could  be  used  as  the  criterion. 

4.  There  was  some  discussion  about  the  composi¬ 
tion  of  the  Board.  It  was  not  altogether  clear  just  what 
will  be  the  final  determination  in  this  respect,  except 
that  Robert  Lehman  indicated  that  we  would  not  want, 
as  a  condition  of  the  merger,  to  be  on  the  Board. 
Johnson  expressed  the  opinion  that  he  did  not  see  the 
need  for  any  banker  on  the  Board,  except,  possibly, 
Armand  Erpf  of  Loeb,  Rhoades,  who  has  been  sucli  a 
conscientious  worker  for  them.  At  this  point,  I  made 
a  rather  emphatic  statement  why  it  should  be  deter¬ 
mined  at  the  outset  whether  or  not  any  banker  will  be 
on  the  Board,  agreeing  with  Monroe  that  there  was 
no  clear  necessity  for  any  banking  representative  being 
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present,  that  without  discussing  personalities,  no  excep¬ 
tion  should  be  made,  and  that  if  there  were  any  excep¬ 
tions  Monroe  had  in  mind,  he  might  have  to  reckon 
with  the  probability  that  Baker  would  similarly  want 
to  have  an  exception. 

As  for  the  balance  of  the  Board,  I  observed  that  on 
a  basis  of  a  V/2  for  1  exchange  ratio,  the  present  P.  C. 
A.  stockholders  would  own  60%  of  the  company,  and 
that  therefore  the  P.  C.  A.  management  ought  to  have 
the  right  to  suggest  60%  of  the  Board  members  and 
National  40%,  with  the  condition,  however,  that  all 
suggestions  by  either  side  be  mutually  acceptable  to 
the  other  side.  Johnson  and  Monroe  approved  my 
statement,  the  latter  doing  so  with  particular  warmth, 
but  Robert  Lehman  indicated  some  reservations,  with¬ 
out  stating  them  explicitly  at  the  meeting. 

5.  As  the  next  step,  Monroe  and  Baker  will  get 
together  probably  next  week  to  sit  down  and  talk 
things  over. 

Robert  Lehman  will,  of  course,  be  in  the  closest  touch 
with  the  developments,  and  for  the  moment,  there  is  nothing 
further  for  the  Industrial  Department  to  do,  except  to  be 
in  readiness  to  work  out  merger  details  in  conjunction  with 
Don  Loomis  when  and  if  Robert  Lehman  gives  the  signal. 

Herman  H.  Kahn 

HHK:sa 
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December  10,  1945 

Mb.  Joseph  A.  Thomas 

Lehman  Beothebs  ; 

One  William  Street 

New  York,  New  York  I 

Dear  Mr.  Thomas : 

The  signed  loan  agreement,  with  its  supporting  papers, 
is  being  sent  to  Mr.  Mizell  Wilson  of  Milbank,  Tweed  and 
Hope,  15  Broad  Street,  New  York  City  today. 

Article  4(b)  (v)  of  the  loan  agreement  has  not  been 
changed  in  order  to  clear  up  the  question  that  may  arise 
as  to  whether  the  portion  of  the  loan  payable  within  one 
year  would  be  considered  as  a  part  of  current  liabilities. 
You  will  recall  that  we  discussed  this  matter  during  your 
recent  visit  to  Jacksonville.  However,  as  the  loan  must 
become  effective  on  December  15,  I  have  not  thought  it 
proper  to  hold  up  this  agreement  awaiting  clarification  of 
this  article.  However,  I  hope  that  you  will  be  able  to  dear 
it  up  in  New  York.  Perhaps  a  written  statement  signed  by 
the  bank  specifically  covering  this  point  would  be  a  practical 
method  of  taking  care  of  it  at  this  late  date. 

I  wish  to  take  this  opportunity  to  tell  you  how  much  I 
enjoyed  meeting  you  and  of  having  the  opportunity  to  dis¬ 
cuss  some  of  my  problems  with  you.  I  hope  that  we  will  be 
able  to  work  very  closely  together  in  the  future. 

I 

Very  truly  yours, 

j 

National  Aiblines,  Inc. 


JCB  :klr 


J.  C.  Bbawneb, 

Treasurer. 


l 
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Lehman  Beothees 

Chicago  Office 
231  South  La  Salle  Street 
One  William  Street 
New  York  4 

January  10,  1946 

Me.  Robeet  P.  Foeeman,  Secretary 
National  Aielines,  Incoepoeated 
Municipal  Airport 
Jacksonville  4,  Florida 

Dear  Bob : 

I  am  enclosing  three  proofs  of  your  Listing  Application, 
one  of  which  should  be  returned  to  me  as  promptly  as  pos¬ 
sible  with  the  certificate  as  to  the  financials  signed  by  Jean 
Brawner  and  Haskins  &  Sells.  It  could  be  done  on  a  later 
proof  but  Mr.  Baker  signed  one  of  these  proofs  this  morn¬ 
ing,  so  I  think  we  had  better  have  all  the  required  manual 
signatures  on  the  Application  in  its  present  form. 

The  Exchange  cannot  locate  an  executed  copy  of  the  8- A 
Application.  Mr.  Baker  signed  a  copy  today  but  since  it 
was  not  possible  to  attest  same  properly  or  affix  the  corpo¬ 
rate  seal  here,  I  suggest  that  you  prepare  another  signature 
page  and  get  Mr.  Baker’s  signature,  and  see  that  it  is 
attested  and  sealed.  The  Exchange  will  then  substitute 
that  page  for  the  one  signed  by  Mr.  Baker  this  morning. 

The  foregoing  signed  documents,  together  with  the  certi¬ 
fied  minutes  which  I  discussed  with  you  yesterday  will,  I 
believe,  complete  the  job. 

Sincerely, 

/%/  Don 

Donald  H.  Loomis 

DHL:m 

Enc. 
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August  6, 1947 

j 

Mr.  Paul  M.  Mazur  j 

On  July  1st  a  memorandum  was  sent  to  you  with  the 
request  that  you  'write  some  of  your  business  connections 
suggesting  that  they  make  use  of  National  Airlines’  service 
and  calling  attention  to  Lehman  Brothers’  long  connection 
with  this  company.  At  the  same  time  a  suggested  draft  of 
a  letter  was  sent  to  you  which,  of  course,  should  be  changed 
in  anyway  that  you  may  desire.  j 

A  number  of  these  letters  have  already  been  sent  out 
by  various  partners  and  associates  and  a  surprisingly 
large  percentage  of  replies,  both  prompt  and  cordial,  Jiave 
been  received. 

It  seems  to  me  prefectly  proper  to  do  this  for  National 
or  any  other  company  that  we  are  bankers  for  and  I  -would 
appreciate,  if  you  agree,  your  sending  out  such  communica¬ 
tions  at  your  earliest  convenience. 

Respectfully, 

/s/  Joe 

Joseph  A.  Thomas. 
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April  8,  1948 


Memorandum  to  Mr.  J.  A.  Thomas: 

Re  :  National  Airlines  and  Delta  Airlines — a  Discussion 
of  Merger  Possibilities 

Introduction 

This  memorandum  sets  forth  certain  comparative  infor¬ 
mation  both  of  a  financial  and  general  nature  on  National 
and  Delta  Airlines.  Based  on  an  analysis  of  this  data,  a 
preliminary  judgment  of  a  basis  for  a  merger  considered 
equitable  to  both  parties  has  been  reached.  Briefly,  this 
basis  may  be  summarized: 

Assuming  the  stock  of  National  Airlines  is  exchanged 
for  stock  in  the  merged  company  on  a  share-for-share 
basis,  each  share  of  Delta  stock  would  be  entitled  to 
receive  l1/^  shares  of  stock  in  the  merged  company. 
In  other  words,  Delta’s  common,  on  a  per  share  basis, 
is  valued  at  50%  higher  than  National’s. 

The  following  table  summarizes  the  effect  of  the  sug¬ 
gested  basis  of  exchange  on  the  common  stock  capitalization 
of  each  company. 

TABLE  I — Summary  of  Suggested  Basis  for  Merger 

Pro-Forma 

National  Delta  Consolidated 

Common  Stock  not  out-  749,987  sh.  500,000  sh. 
standing  . 


Shares  of  merged  com¬ 
pany  rec’d.  in  ex¬ 
change  for  each  share 

now  outstanding .  1  sh.  1.5  sh. 

Total  stock  outstanding 

aft.  exchange .  749,987  sh.  750,000  sh.  1,449,987  sh. 

%  Distribution  of  Con¬ 
trol  _  50%  50%  100% 
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Part  I — Presentation  of  Data 
A.  Route  Structuke 

Viewed  geographically,  the  route  structures  of  Delta  and 
National  suggest  a  logical  pattern  for  merger,  as  is  indi¬ 
cated  by  the  attached  map,  Exhibit  I.  The  routes  of  the 
two  companies  fit  together  well,  with  the  only  dupli¬ 
cated  portion  being  the  Savannah-Miami  segments  of 
Delta’s  route  #54  and  of  National’s  route  #31.  Further¬ 
more,  the  two  companies  together  would  be  in  a  position  to 
press  their  claims  for  an  extension  to  the  "West  Coast,  with 
a  much  brighter  hope  of  success  than  could  either  company 
separately.  In  this  connection,  it  should  be  noted  that  Delta, 
at  present,  is  serving  Ft.  Worth  and  Dallas. 

The  Consolidated  route  structures  of  the  two  companies 
would,  however,  present  one  unfavorable  aspect  from  an 
operating  viewpoint.  The  route  structures,  as  may  bd  seen 
by  the  map,  would  result  in  a  huge  “Y”,  with  the  open  end 
extending  from  Chicago  to  New  York.  Accordingly,  it 
might  be  difficult  to  effect  any  real  saving  in  operating  ;costs 
through  the  elimination  of  duplicated  or  nearly  duplicated 
flights.  Other  economies  of  joint  operation,  however,  might 
prove  substantial  as  a  result  of  spreading  indirect  operat¬ 
ing  costs. 

At  present,  National’s  certificated  routes  have  approxi¬ 
mately  the  same  route  mileage  as  Delta’s — approximately 
3,200  and  3,137  miles,  respectively.  Based  on  recent  oper¬ 
ations,  National  has  a  longer  haul  route  structure  than 
Delta,  although  both  companies  rank  in  the  top  half  of  the 
industry  in  this  respect. 
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TABLE  II — Comparison  of  Average  Distances 
per  Passenger  Trip 

Based  on  Figures  for  12  Months  Period  Ended  Sept.  30,  1947 
(Domestic  Service  only) 


T.  W.  A . 

Number  of 
Passengers 
Carried 
(Thousands) 

.  930 

Revenue 

Passenger 

Miles 

(Millions) 

724 

Avg.  Distance 
Per  Passenger 
Trip 

778  miles 

United  . 

.  1,911 

1,187 

621 

Northwest  . 

.  670 

367 

548 

National  . 

.  324 

174 

537 

Eastern  . 

.  1,706 

890 

521 

American  . 

.  2,840 

1,448 

510 

Delta  . 

.  513 

212 

413 

W pstern  . 

.  467 

190 

406 

Chicago  &  Southern . 

# 

389 

Braniff  . 

.  5S8 

204 

348 

Continental  . 

.  177 

62 

34S 

Mid-Continent  . 

.  268 

81 

304 

Colonial  . 

.  141 

40 

282 

Penn  Central  . 

.  1.174 

310 

264 

Northeast  . 

.  366 

71 

193 

Industry  Total . 

.  12,191 

6,259 

514  miles 

*  Figures  not  legible. 

B.  Equipment 

Table  III  below  lists  the  flight  equipment  of  the  two  com¬ 
panies  both  on  hand  and  on  order.  Assuming  that  Delta’s 
DC-3s  and  National’s  Lodestars  will  be  gradually  with¬ 
drawn  from  service,  the  consolidated  future  operating  fleet 
would  then  comprise  9  DC-6s  (with  an  option  for  an  addi¬ 
tional  5)  and  14  DC-4s.  The  4s  would  all  have  a  standard 
seating  capacity  of  44  to  46  persons  and  should  hold  a  com¬ 
petitive  advantage  over  the  DC4s  of  certain  other  airlines 
having  seating  capacities  as  high  as  39  passengers  per  plane. 
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TABLE  III — Flight  Equipment 


i^dtiuncu.  jL/eita 

Type  4/1/48  6/30/47  Consolidated 

DC-6  .  4  5  (on  order)  (a)  9 

DC-4  .  7  7  14 

DC-3  .  0  16(b)  16 

C-47  (Caero)  .  0  1  1 

Lodestar .  11  0  11 


(a)  Represents  5  DC-6s  ordered  Feburary  9,  1948  for  delivery  in  latter 
part  of  1948  at  reported  purchase  price  of  approximately  $4,(j)00,000. 
Company  also  has  option  for  .1  additional  DC-6s. 

(b)  Includes  5  DC-3s  leased  from  the  U.  S.  Government  for  five-year 
period. 


C.  Comparative  Traffic  Statistics 

; 

The  number  of  revenue  passenger  miles  flown  by;  each 
Company  and  by  the  industry  over  the  past  ten  years  is 
shown  in  the  following  table : 


Table  IV — Revenue  Passenger  Miles  Flown 

(million) 


Nat’l  & 
Pelta 

Industry  as  %  of 


Yrs. 

National 

Delta 

Total 

Total  1 

Industry 

End.  6/30 

Amt. 

% 

Amt. 

% 

(billions) 

1938  . 

.7 

12% 

5.2 

88% 

5.9 

.5 

1.2% 

1939  . 

1.3 

17 

6.4 

83 

7.7 

.7 

1.1 

1940  . 

3.5 

25 

10.3 

75 

13.8 

1.0 

1.4 

1941 . 

7.3 

32 

15.5 

68 

22.8 

1.4 

1.6 

1942  . 

11.2 

27 

29.8 

73 

41.0 

1.4 

2.9 

1943  . 

18.1 

34 

35.6 

66 

53.7 

1.6 

3.4 

1944  . 

30.6 

37 

51.8 

63 

82.4 

2.2 

3.8 

1945  . 

57.8 

41 

84.9 

59 

142.7 

3.4 

4.2 

1946  . 

108.7 

42 

150.1 

58 

258.8 

5.9 

4.4 

1947  . 

195.9 

47 

222.7 

53 

41S.6 

6.2 

6.8 

12  Mos.  Ended 
Dec.  31,  1947.. 

166.82  45 

201.0 

55 

367.8 

6.2 

5.8 

1  Calendar  year  basis. 

2  Reflects  grounding  of  DC-6s  during  part  of  November  and  all  of  Decem¬ 
ber,  1947. 
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It  will  be  noted  in  the  above  figures  that  National’s  pas¬ 
senger  traffic  has  grown  more  rapidly  than  Delta’s,  which 
should  be  a  plus  factor  in  National’s  favor  in  arriving  at  a 
basis  for  merger.  It  should  be  further  noted  that  both 
companies  have  grown  more  rapidly  in  this  respect  than  the 
industry.  Together,  they  now  represent  approximately 
7%  of  the  total  domestic  passenger  traffic,  compared  with 
roughly  1%  ten  years  ago. 

Other  comparative  traffic  statistics,  shown  for  the  calen¬ 
dar  year  1947,  only,  are  summarized  below: 


TABLE  V — Other  Traffic  Statistics 
For  12  Mos.  Ended  Dec.  31,  1947 


National 

Amt.  % 

Delta 

Amt.  % 

Consolidated 

Amt. 

Passenger  Traffic: 

Number  of  Passengers 
(000)  . 

340 

41% 

497 

59% 

837 

Available  Seat  Miles 
(000,000)  . 

307 

48 

331 

52 

638 

Revenue  Passenger  Miles 
(000,000)  . . 

167 

45 

201 

55 

368 

Passenger  Load  Factor.. 

53.6%  — 

60.7% 

— 

57.4% 

Ton-Miles  of  Traffic:  (000) 
Revenue  Passenger  . 

16,687 

46% 

19,273 

54% 

35,960 

U.  S.  Mail . 

515 

41 

755 

59 

1,270 

Express  . 

600 

44 

776 

56 

1,376 

Freight  . 

526 

38 

876 

62 

1.402 

Excess  Baggage  . 

424 

64 

241 

36 

665 

Total  Ton  Miles . 

18,742 

46% 

21,921 

54% 

40,673 

Performance  &  Utilization : 
Scheduled  Miles  (000).... 

9,993 

45% 

12,441 

55% 

22,013 

Scheduled  Miles  Flown.. 

9,335 

45 

11,806 

55 

20,725 

%  Completion  . 

93.7%  — 

94.9% 

— 

94.2% 

Daily  Hourly  Utilization 

7.6  hrs.  — 

8.1  hrs. 

— 

— - 

It  will  be  noted  in  Table  V  above  that  the  various  traffic 
figures  fall  into  a  fairly  definite  pattern,  showing  on  an 
average  of  about  45%  of  the  combined  total  of  each  classi¬ 
fication  for  National  and  55%  for  Delta. 
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D.  Capitalization 

The  capitalization  of  the  two  companies  is  shown  iii  the 
Table  below : 


Delta 

7/30/47 

$  1,4252 

1,090,000  shs. 

500,000  shs. 


E.  Balance  Sheet  Items 

The  more  important  balance  sheet  items  of  each  com¬ 
pany,  together  with  a  pro  forma  consolidated  balance  sheet, 
are  shown  in  Table  VII  below: 


TABLE  VII — Summary  of  Balance  Sheet  Items  (000  omitted) 


Current  Assets: 

National 

1/31/48 

Delta 

6/30/47 

Consolidated 

i 

Cash . 

$  542 

$  2,948 

$  3,490 

Accounts  Receivable . 

1,282 

1,681 

2,963 

Other . 

459 

1,001 

1,460 

Total  Current  Assets . 

$  2,283 

$  5,630 

$  7,913 

Current  Liabilities  :  i 

Notes  Payable . 

632 

300 

1  932 

Accounts  Payable . 

813 

1,695 

2,508 

Other  Accrued  Items . 

430 

259 

!  689 

Total  Current  Liab . 

$  1,875 

$  2,254 

$  4,129 

Net  Working  Capital . 

408 

3,376 

3,784 

i 


TABLE  VI — Capitalization 

National 

1/31/48 

Funded  Debt  (000) .  $  2,842! 

Common  Stock — Authorized  ....  1,000,000  shs. 

Outstanding  ..  749,987  shs. 

i  Including  $632,000  carried  as  a  current  liability. 

-  Including  $300,000  carried  as  a  current  liability. 
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Property  and  Equipment : 

National 

1/31/48 

Delta 

6/30/47 

Consolidated 

Gross . 

10,542 

5,837 

16,379 

Reserve  for  Deprec . 

3,085 

2,497 

5,582 

Net  Prop,  and  Equip . 

$  7,457 

$  3,340 

$10,797 

Other  Tangible  Assets  (net) . 

15 

(15) 

Deferred  Chcrs.  (net) . 

(185) 

215 

30 

Net  Assets  avail  F.  D . 

$  7,695 

$  6,916 

$14,611 

Funded  Debt . 

2,210 

1,125 

3,335 

Net  Assets  Avail.  Common . 

5,485 

5,791 

11,276 

Percentage  Asset  Contribution . 

48.7 

51.3% 

100% 

Number  Sh.  Common . 

749,987  sh. 

500,000  sh. 

Net  Assets  per  Sh.  Common . 

$7.30 

17.58 

Net  Wkg.  Cap.  per  Sh.  Common . 

.55 

6.75 

Mkt.  Price  Common  4/6/48 . 

8% 

16i/2  bid 

Ratio :  Net  Assets  to  Mkt.  Pr . 

84  % 

70% 

F.  Operating  Results 

The  following  table  summarizes  the  more  important 
operating  results  for  1946  and  1947,  and  the  average  for 
the  most  recent  five-year  period : 


TABLE  VIII — Operating  Results  (000) 
1947—12  Mos.  ended  9/30/47 
1946—12  Mos.  ended  9/30/46 
5  Yr.  Avg. — Avg.  5  Yr.  Period  7/1/42 — 6/30/47 
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National 

Amt.  % 

Delta 

Amt  % 

Consolidated 

Net  Inc.  bef.  Taxes: 

1947 . 

$  (435)  — 

$  (635)  — 

$(1,070) 

1946 . . . 

647  82 

138  18 

!  785 

5  Yr.  Avg . 

303  33 

608  67 

911 

Net  Inc.  aft.  Taxes : 

1947 . 

$  (441)  — 

$  (392)  — 

$  (833) 

1946 . 

406  62 

251  38 

1  657 

5  Yr.  Avg . 

184  39 

287  61 

!  471 

Operating  Results 
(cents  per  ton-mile) 

Operating  Revenue 


1947  .  52.60  cents  49.98  cents 

1946  .  49.67  48.33 


Operating  Expense — Direct 
1947  .  26.13  24.19 

1946  .  20.61  19.67 

Operating  Expense — Indirect 

1947  .  28.26  28.25 

1946  .  25.53  27.73 

Total  Operating  Expenses 

1947  .  54.39  52.44 

1946  .  46.14  47.40 

i 

Net  Operating  Income 

1947  .  (1.79)  (2.47) 

1946  .  3.53  .93 

G.  Market  History  of  Stocks 

The  following  table  summarizes  the  market  history  of 
the  stocks  since  1942.  It  will  be  noted  that  Delta,  at  both 
the  high  and  low  ranges,  sold  for  the  most  part  at  approxi¬ 
mately  one  and  one-half  to  two  times  the  price  of  National. 
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TABLE  IX — Price  Ranges  of  Stock 


1942  .  4 y2  2  67s  5 

1943  .  10y2  47s  16%  7 

1944  .  167s  772  22  14% 

1945  .  34%  1372  70  22 

1946  .  347s  14%  6372  19 

1947  .  1772  87s  26  14% 

April  6,  1948 .  83,4  1672  (bid) 


Part  II — Basis  for  the  Merger 

In  a  preliminary  attempt  to  arrive  at  a  basis  for  merger 
equitable  to  the  stockholders  of  each  company,  the  following 
conclusions  have  been  reached,  based  on  the  data  presented 
in  Part  I  of  this  memorandum: 

1.  Value  of  Routes 

It  is  difficult  to  place  a  comparative  evaluation  on  the 
route  structures  of  each  company.  Both  routes  are  approx¬ 
imately  the  same  length.  National’s  route,  chiefly  through 
its  entry  into  the  Metropolitan  area,  serves  a  greater  area 
of  population.  Both  routes,  on  their  most  lucrative  long 
hauls;  namely,  New  York-Miami  and  Chicago-Miami,  are 
subject  to  severe  competition  from  Eastern.  It  seems  fair 
to  conclude,  however,  that  the  value  of  the  routes  together 
would  be  much  greater  than  the  sum  of  their  individual 
values. 

It  will  be  tentatively  assumed  that  the  routes  have  an 
equal  value  and,  based  on  this  assumption,  an  equitable 
basis  for  exchange  would  be: 

National  Delta 

Shares  of  merged  company  to  be 
received  for  each  present  share 
offered  in  exchange  _  1  sh.  1.5  sh. 
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2.  Generation  of  Traffic 

On  a  basis  of  traffic  generated  by  each  company,  as 
previously  indicated  in  Tables  III  and  IV,  an  equitable 
basis  of  exchange  would  be  for  the  National  stockholders 
to  receive  approximately  45%  of  the  new  Company  and 
the  Delta  stockholders  55%.  Based  on  this  assumption,  an 
equitable  basis  for  exchange  would  be: 

National  Delta 

Shares  of  merged  company  to  be 
received  for  each  present  share 
offered  in  exchange _  1  sh.  1.8  sh. 

! 

3.  Asset  Contribution  j 

Based  on  the  balance  sheet  figures,  National  would  con¬ 
tribute  approximately  49%  of  the  assets  of  the  new  com¬ 
pany,  and  Delta  approximately  51%.  Based  on  these  hsset 
contributions,  an  equitable  basis  for  exchange  would  be: 

National  Delta 

Shares  of  merged  company  to  be 
received  for  each  present  share 
offered  in  exchange  .  1  sh.  1.6  sh. 

i 

4.  Market  Value  j 

Based  on  the  current  (4/6/48)  market  price  of  83A  for 
National,  and  16^  (bid)  for  Delta,  an  equitable  basis  for 
exchange  would  be:  i 

National  Delta 

Shares  of  merged  company  to 
be  received  for  each  present 
share  offered  in  exchange .  1  sh.  1.9  sh. 

5.  Operating  Results 

An  analysis  of  operating  results,  presented  in  Table 
VII,  indicates  that  an  equitable  basis  of  exchange  would 
be: 
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TABLE  X — Basis  for  Exchange  Based  on  Operating  Results 


National 

Gross  Operating  Revenue 


%  contribution  .  46% 

Basis  for  exchange .  1  sh. 

Net  Operating  Income 

%  contribution  .  53% 

Basis  for  exchange .  1  sh. 

Net  Income  Before  Taxes 

%  contribution  .  57% 

Basis  for  exchange .  1  sh. 

Net  Income  After  Taxes 

%  contribution  .  50% 

Basis  for  exchange .  1  sh. 


Delta 

54% 

1.8  sh. 

47% 

1.3  sh. 

43% 

1.1  sh. 

50% 

1.5  sh. 


6.  Summary 

Summarizing  the  foregoing,  the  following  bases  for 
exchange  are  indicated: 


TABLE  XI — Summary  of  Bases  for  Exchange 


Shares  to  be  received 
/ - in  exchange - 


Factor 

National 

Delta 

Franchise  Value  . 

.  1  sh. 

1.5  sh. 

Traffic  . 

.  1 

1.8 

Net  Assets  . 

.  1 

1.6 

Market  Value . 

Operating  Results: 

.  1 

1.9 

Gross  Operating  Revenue . 

.  1 

1.8 

Net  Operating  Income . 

.  1 

1.3 

Net  Income  before  Taxes . 

.  1 

1.1 

Net  Income  after  Taxes . 

.  1 

1.5 

Average . 

. .  1  sh. 

1.56  sh. 
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Without  weighing  the  factors  given  consideration  in 
arriving  at  the  different  bases  of  exchange,  indicated  above, 
but  on  a  basis  of  straight  arithmetical  average,  it  is  finally 
concluded  that  an  equitable  basis  of  exchange  woqld  be 
approximately  as  follows : 

National  Delta 

Shares  of  new  company  to  be 
received  for  each  present  share 
offered  in  exchange .  1  sh.  V/2  sh. 

K.  R.  Wilson,  Jr. 

KRW/gl 

_ 

! 
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July  30,  1948 

Memorandum  to  Mr.  Joseph  A.  Thomas  j 

i 

Re:  National  Airlines 

Attached  are  the  June  1948  operating  figures  for  Pan 
American.  PAA  has  net  assets  available  for  common  of 
approximately  $83,100,000,  equivalent  to  $13.50  per  share 
on  the  6,145,082  shares  outstanding.  Of  this  amount 
approximately  9,900,000  represents  a  deferred  charge  car¬ 
ried  as  “Estimated  Additional  Balance  Receivable — XJ.  S. 
Mail”.  If  this  asset  were  eliminated  in  computing  book 
value,  the  book  value  per  share  of  PAA  common  would  be 
approximately  $11.90. 

As  of  May  31st,  1948  National’s  net  assets  available  for 
common  were  approximately  $4,837,000  or  roughly  $6.45 
per  common  share. 

Should  National  common  be  exchanged  for  PAA  com¬ 
mon  on  a  basis  of  respective  book  values,  the  basis ;  for 
exchange  would  be  approximately  one  share  of  PAA  for 
each  two  shares  of  National.  Obviously,  it  would  be  to 
the  advantage  of  the  National  stockholders  to  have  market 
values  considered  in  determination  of  any  basis  for 
exchange. 

Dick  Wilson 


krw:cf 
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August  9, 1948 


Memorandum  for  the  Files 

Re :  National  Airlines 

A  discussion  was  held  on  August  5th,  1948  on  the  subject 
of  the  possible  acquisition  of  National  Airlines  by  Pan 
American  Airways.  Present  at  the  discussion  were  Mr. 
Juan  T.  Trippe,  President,  and  Mr.  J.  S.  Woodbridge,  Comp¬ 
troller,  of  Pan  American;  Mr.  G.  T.  Baker,  President  of 
National  Airlines ;  and  K.  R.  Wilson  of  Lehman  Brothers. 
During  the  discussion  which  lasted  more  than  seven  hours, 
the  following  points  were  covered : 

1.  The  balance  sheet  of  Pan  American  as  of  December 
31,  1947  was  reviewed  with  the  individual  asset  items  being 
broken  down  by  Mr.  Woodbridge.  It  was  the  writer’s  con¬ 
clusion  that,  in  general,  the  assets  are  carried  at  a  fair 
basis  of  valuation  although  in  Mr.  Baker’s  opinion  several 
individual  items  of  flight  equipment  are  carried  at  depreci¬ 
ated  costs  which  are  in  excess  of  a  current  market  value. 
However,  on  the  other  hand,  certain  of  the  equipment,  pri¬ 
marily  the  Convairs,  are  carried  at  costs  substantially  below 
the  present  market  value. 

Following  this,  the  balance  sheet  of  National  Airlines 
as  of  Mav  31st,  1948  was  reviewed  and  the  various  com- 
ponent  items  were  explained  by  Mr.  Baker  to  the  best  of  his 
ability.  It  is  the  writer’s  opinion  that  the  assets  of  each 
corporation  are  valued  on  an  equitable  basis  comparatively 
speaking. 

Mr.  Baker  was  not  fully  satisfied  with  the  breakdown  of 
PAA’s  assets  furnished  by  Mr.  Woodbridge.  He  requested 
certain  further  breakdowns,  particularly  of  the  investments 
in  stocks  of  associated  and  foreign  affiliated  companies 
which  are  not  consolidated  and  which  are  carried  on  PAA’s 
balance  sheet  at  approximately  $6  million.  He  also  requested 
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i 

! 

Mr.  Woodbridge  to  furnish  a  more  detailed  breakdown  of 
“ Other  Materials  and  Supplies’’  carried  at  approximately 
$3,750,000.  Mr.  Woodbridge  agreed  to  furnish  this  informa¬ 
tion. 

! 

2.  Mr.  Trippe  then  repeated  the  basis  for  the  deal  which 
had  previously  been  discussed.  The  proposed  deal  con¬ 
templates  that  the  National  stockholders  will  exchange  their 
Common  stock  for  an  equal  amount  of  Pan  American  Com¬ 
mon  stock,  the  ratio  of  exchange  to  be  determined  by  the 
respective  book  values.  In  addition,  the  National  stockhold¬ 
ers  would  receive  20%  of  the  Common  stock  of  a  new  operat¬ 
ing  company.  Accordingly,  this  operating  company  would 
be  owned  80%  by  Pan  American  and  20%  by  the  fqrmer 
National  stockholders.  All  the  assets  and  liabilities  of 
National  Airlines  would  be  transferred  to  this  company  and 
the  company  would  continue  to  operate  over  National’s 
presently  certified  routes. 

Mr.  Trippe  explained  that  the  new  operating  company, 
in  his  opinion,  would  show  substantial  profits  for  the  follow¬ 
ing  reasons:  j 

(a)  Additional  revenue  in  a  minimum  amount  of  $4 
million  now  being  given  to  Eastern  by  Pan  American  would 
hereafter  be  given  to  the  new  company. 

(b)  Certain  economies  of  joint  operation  would  be 
effected,  particularly  in  the  line  of  maintenance,  consolidated 
ticket  selling,  etc. 

| 

(c)  If  the  proposed  deal  were  completed,  Mr.  Trippe 
believes  that  he  could  settle  present  difficulties  National  is 
having  with  its  striking  pilots.  He  stated  that  with  new 
equipment  being  placed  in  service  by  Pan  American  suffi¬ 
cient  additional  flying  jobs  will  be  available  to  take  back 
National’s  striking  flight  personnel.  In  instances  where 
National’s  non-union  personnel  would  be  forced  to  accept 
copilot  positions  in  view  of  their  lack  of  seniority,  Trippe 
stated  that  positions  in  some  of  Pan  American’s  foreign 
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operation  would  be  open  offering  salaries  equal  or  greater 
than  salaries  presently  earned  as  captains  or  chief  pilots. 

(d)  Pan  American  would  be  able  to  furnish  new  equip¬ 
ment  such  as  stratocruisers  for  peak  seasons  of  the  year 
which  would  provide  service  far  ahead  of  competing  service. 

Trippe  said  that  he  was  offering  the  deal  on  the  basis 
outlined  inasmuch  as  from  Pan  American’s  viewpoint  it 
is  necessary  that  at  least  20%  of  the  company  be  owned  by 
a  minority  interest  in  order  that  the  profits  earned  by  such 
company  would  not  be  consolidated  and,  therefore,  would 
not  adversely  affect  Pan  American’s  petition  for  higher 
mail  rates  in  its  separate  operating  divisions.  Trippe  stated 
that  he  had  been  advised  that  from  National’s  point  of  view 
in  order  that  the  merger  be  considered  a  tax  free  exchange 
it  would  be  necessary  for  at  least  80%  of  the  new  company 
to  be  owned  by  Pan  American.  Baker  will  check  these 
points  with  his  counsel. 

3.  In  evaluating  the  proposed  deal  from  National’s 
point  of  view,  it  appears  that  National  would  obtain  securi¬ 
ties  with  an  initial  market  value  lower  than  the  present 
market  value  of  National.  Assume  for  example  that  under 
the  exchange  National  would  receive  J/>  share  of  Pan 
American  for  each  share  of  National  plus  1/5  of  a  share  in 
the  new  operating  company.  Based  on  the  present  market 
value  of  approximately  9%  for  Pan  American,  National’s 
Pan  American  stock  received  in  exchange  would  be  worth 
approximately  $4.S7  and  the  1/5  share  of  the  new  company, 
assuming  that  it  sold  initially  at  the  present  price  that 
National  is  selling  for,  approximately  $7  per  share,  would 
be  worth  $1.40.  The  total  value  of  the  stock  received  by 
National  is  summarized  below : 

share  PAA  @  $9.75  —  $4.87 

1/5  share  new  company  @  $7.00  —  1.40 

Total  —  $6.27 
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Under  the  plan  offered  National  stockholders  receive  a 
package  with  a  presumed  initial  market  value  of  approxi¬ 
mately  $6.27  or  73£  below  the  present  market  value  of  their 
stock.  In  order  for  National  to  recoup  this  differential, 
assuming  that  the  market  value  of  Pan  American  remains 
constant,  the  stock  in  the  new  company  would  have  to  sell 
for  $10.65  or  an  increase  of  roughly  48%  over  the  assumed 
initial  selling  price  of  $7  per  share.  Viewed  strictly  on  a 
basis  of  the  above,  the  plan  would  not  appear  overly  attrac¬ 
tive  to  National. 

It  is  the  writer’s  personal  opinion  that  Pan  American 
is  very  anxious  to  acquire  National’s  property  despite  the 
fact  that  Mr.  Trippe  assures  Baker  that  Pan  American  will, 
in  any  event,  be  granted  through  flight  privileges  between 
Miami  and  New  York  and  will,  accordingly,  siphon  off  most 
of  the  revenues  now  channeled  to  National  and  Eastern 
from  Miami  northward.  If  Trippe  were  really  sure  of  this, 
it  is  doubtful  whether  he  would  be  as  eager  as  he  appears 
to  be  to  consummate  this  deal.  It  is  the  writer’s  opinion 
that  both  parties  favor  the  deal  in  principle  but  that  there 
is  a  wide  and  possibly  insurmountable  difference  of  opiiiion 
between  Baker  and  Trippe  as  to  the  form  the  deal  should 
take.  Mr.  Baker  repeatedly  stated  that  his  line  would  be 
contributing  approximately  $12  million  in  volume  to  the 
new  company’s  operation  versus  $3  million  to  be  provided 
by  Pan  American  which,  he  believes,  is  reason  for  giving 
Pan  American  20%  of  the  new  company  and  the  National 
stockholders  80%.  j 

Mr.  Trippe  was  particularly  interested  in  our  opinion 
as  to  the  position  the  banks  who  hold  the  National  lpan 
would  take  in  reference  to  such  a  proposed  deal.  I  told  him 
that  as  a  matter  of  personal  opinion  the  banks  would 
recommend  such  a  proposal  and  that  no  difficulty  along  this 
line  was  anticipated. 


K.  R.  Wilson,  Jr. 


krs  *.cf 
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December  7, 1948 

Memorandum  to  Mr.  Joseph  A.  Thomas 

Re:  Braxiff-Natioxal  Merger 

I  have  read  the  attached  studies  prepared  for  Mr.  Braniff 
discussing  merger  possibilities  with  National.  My  first 
reaction  is  that  such  a  merger  makes  little  or  no  sense,  par¬ 
ticularly  from  National’s  viewpoint.  The  followng  summa¬ 
rizes  some  of  the  reasons  for  my  thinking  on  the  matter : 

1.  Merging  Braniff  and  National  would  result  in 
a  route  structure  which  would  not  seem  to  lend  itself 
either  to  economies  of  operation  or  to  the  generation 
of  any  important  new  traffic.  An  inspection  of  the 
attached  map  on  which  I  have  traced  the  present 
routes  of  each  company  indicates  that  at  present, 
there  are  no  common  terminals.  Extensive  modifica¬ 
tions  and  additions  to  the  routes  as  presently  consti¬ 
tuted  would  have  to  be  granted  by  CAB  for  the  con¬ 
solidated  route  structures  to  make  any  sense  what¬ 
soever.  In  general,  the  new  pattern  would  be  in  the 
shape  of  a  large  “U”  formed  by  a  North-South  seg¬ 
ment  on  the  East  Coast,  another  North-South  seg¬ 
ment  in  the  Central  section  of  the  country,  with  a 
connecting  link  between  the  Southern  terminals  of 
the  two  North-South  segments.  With  the  possible 
exception  of  the  Denver-Dallas-Miami  segment  of 
the  new  route  pattern  (assuming  that  the  New 
Orleans-Dallas  gap  could  be  closed),  there  doesn’t 
seem  to  be  any  new  important  sources  of  traffic  gen¬ 
eration  that  would  result  from  the  joining  of  Bra- 
niff’s  and  National’s  present  route  cities.  From 
National’s  point  of  view,  merger  with  Capital,  Delta, 
or  Northeast  would  appear  much  more  logical  as  far 
as  route  structure  is  concerned. 
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«  2.  Braniff’s  foreign  routes  have  not  yet  been 

developed  to  a  point  where  it  can  be  determined 
whether  such  routes  will  eventually  prove  to  be  an 
>  asset  or  a  liability.  Accordingly,  any  airline  merg¬ 

ing  with  Braniff  wTould  have  to  recognize  the  very 
real  possibility  that  operation  of  Braniff ’s  foreign 
routes,  at  least  during  years  of  development,  might 
well  prove  unprofitable  unless  strongly  supported  by 
!  mail  pay  subsidy. 

3.  Assuming  that  such  a  merger  was  determined 
to  be  of  benefit  to  each  airline,  actual  negotiating  of 
terms  satisfactory  to  each  party  would  be  at  best  a 
long  and  drawn  out  procedure  with  little  chance  of 
ultimate  success  owing  to  the  personalities  of  the 
managements  involved. 

I 

4.  The  attached  studies,  although  admittedly  pre¬ 
pared  in  haste  and  accordingly  limited  in  scope,  do 
not  offer  any  convincing  evidence  that  such  a  merger 
would  be  to  the  benefit  of  either  National  or  Braniff. 

I  would  be  interested  in  knowing  whether  you  agree  yvith 
my  initial  reactions  to  such  a  merger. 

*  /s/  KRW  | 

K.  R.  Wilson,  Jr.  | 

Concur — (three  names  not  legible) 


KRW  :lo 
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September  14,  1943. 

Memorandum  to  Partners: 

Air  Express  International  Agency 

Proposal 

This  memorandum  relates  to  a  proposal  that  we  buy 
a  minority  interest  in  the  above  Company  and  work  with 
the  Company  in  certain  phases  of  the  air  express  business. 

Recommendation 

I  believe  this  Company  has  possibilities  for  substantial 
growth  and  development  and  recommend  that  we  try  to 
work  out  with  Mr.  Chester  Maver,  the  owner,  a  mutually 
satisfactory  deal. 

The  Company 

Air  Express  International  Agency  (hereinafter  called 
AEIA)  was  formed  in  1936  and  is  the  pioneer  in  inter¬ 
national  air  express. 

At  the  time  of  the  Company’s  formation,  no  airline  flew 
across  the  oceans  and  there  was,  therefore,  no  direct  inter¬ 
national  air  express.  This  Company  did,  however,  solicit 
and  obtain  express  business  in  the  United  States  destined 
to  points  in  Europe,  Africa,  Asia,  Australia  and  the  East 
Indies,  for  shipment  by  a  combination  of  sea  and  air  trans¬ 
port.  Express  was  shipped  either  by  air  or  by  rail  to  the 
Company’s  office  in  New  York,  at  which  point  AEIA  placed 
it  on  ships  to  Europe  and  arranged  for  the  forwarding  of 
such  express  by  various  airlines  throughout  the  world  to 
the  point  of  destination. 

Confidential  Office  Memorandum 

Exclusively  for  the  use  and  information 
of  partners  and  staff  of  Lehman  Brothers. 
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In  connection  witli  this  business,  the  Company  had  an 
arrangement  with  Railway  Express  Agency  which  distrib¬ 
uted  tariffs,  and  in  general,  acted  as  the  Company’s  agent 
for  international  air  express  in  all  interior  domestic  points. 
The  Company  also  had  arrangements  with  Imperial  Air¬ 
ways,  KLM,  Lufthansa,  and  other  leading  foreign  airlines. 

The  Company’s  customers  included  General  Motors 
Export,  Ingersoll  Rand,  movie  companies,  and  other  large 
corporations,  who  turned  over  to  AEIA  express  destined 
for  quick  shipment  to  foreign  countries. 

From  its  early  experience,  the  Company  believed  that 
a  substantial  volume  of  business  might  be  secured  in  South 
America  for  express  destined  to  points  in  other  continents, 
since  delivery  time  could  be  reduced  by  shipping  goods 
via  the  Lmited  States.  The  Company  accordingly  made 
arrangements  with  Pan  American  Airwrays,  who  solicited 
such  business  in  South  America  and  Latin  America  and 
carried  the  express  to  Miami,  at  which  point  it  was  car¬ 
ried  by  domestic  airlines  to  AEIA  who  forwarded  the  ship¬ 
ments  to  points  of  destination. 

After  this  business  had  been  going  for  some  months, 
KLM-Roval  Dutch  Air  Lines,  Lufthansa,  and  AEIA’s 
foreign  agents,  saw~  possibilities  for  developing  inter¬ 
national  air  express  in  the  opposite  direction  and  began 
to  solicit  west-bound  express  in  foreign  points  destined 
to  the  United  States  and  to  points  in  South  and  Latin 
America. 

Incoming  air  express,  both  from  South  American  and 
from  other  continents,  generated  certain  problems  relating 
to  customs.  Shipments  from  foreign  countries  destined 
to  the  United  States  were  required  to  be  entered  through 
our  customs  and  AEIA  provided  this  service  to  the  shipper 
by  employing  customs  brokers  for  the  account  of  the  con¬ 
signee.  There  were,  of  course,  no  customs  brokers  familiar 
with  international  air  express,  and  the  service  rendered 
by  the  existing  brokers,  although  satisfactory  for  steam¬ 
ship  cargo,  was  both  too  costly  and  too  dilatory  to  permit 
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satisfactory  development  of  international  air  express.  The 
brokers’  charges  were  often  greater  than  the  actual  freight 
rate  itself  and  the  delay  in  entering  and  clearing  shipments 
often  vitiated  the  only  purpose  for  which  air  express  was 
used — speed.  In  order  to  overcome  these  obstacles  and  to 
provide  efficient  and  speedy  service,  AEIA  formed  a  cus¬ 
toms  broker  department  to  enter  international  express 
shipments  through  the  customs  at  a  nominal  cost  to  the 
shippers. 

Just  prior  to  the  war,  the  Company  was  recognized  as 
the  leading  factor  in  the  international  air  express  business, 
having  arrangements  with  all  air  carriers  interested  in 
developing  international  air  express.  As  an  indication  of 
its  position,  the  Company  was  appointed  as  the  sole  freight 
agent  for  the  Zepplin  Company,  whose  attempt  to  develop 
a  transatlantic  air  freight  business  ended  when  the  Hinden- 
burg  was  destroyed. 

Outbreak  of  War 

With  the  outbreak  of  the  European  war,  international 
air  express  was  suspended  and  the  Company’s  business 
was  virtually  cut  off.  Shortly  thereafter  Pan  American 
began  to  fly  the  Atlantic  and  AEIA  felt  that  the  combined 
sea-air  business  would  now  be  replaced  by  direct  all-air 
express. 

Pan  American  carried  air  express  and  made  its  own 
custom  entries  free  of  charge.  The  law,  however,  prohibits 
a  carrier  from  making  customs  entries  for  third  parties 
and  when  this  was  called  to  their  attention,  Pan  American 
entered  into  an  arrangement  with  AEIA  under  which  the 
Company  acted  as  Pan  American’s  official  customs  broker, 
handling  virtually  all  of  Pan  American’s  shipments.  This 
arrangement  is  still  in  effect  today  and  constitutes  at 
present  about  30%  of  AEIA’s  business. 
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The  growth  of  the  business  with  Pan  American  is  indi¬ 
cated  in  the  following  table  which  lists  the  revenues  received 
by  AEIA  from  Pan  American  in  Miami : 


1939  .  $  2,100 

1940  .  13,400 

1941  .  18,500 

1942  .  30,400 


The  business  which  AEIA  does  for  Pan  American  may 
be  briefly  described  in  the  following  manner: 

Pan  American  carries  air  express  to  Miami,  at  which 
point  it  turns  over  the  cargo  to  AEIA.  AEIA  enters  the 
shipments  through  the  customs,  advances  customs  duties 
for  the  consignee,  then  turns  over  the  shipments  to  Rail¬ 
way  Express  Agency  (as  the  sole  air  express  agent  for  the 
airlines).  Railway  Express  Agency  distributes  the  cargo 
to  the  appropriate  airline  for  delivery  to  the  airport  nearest 
the  consignee,  at  which  point  Railway  Express  Agency 
delivers  the  express  to  the  consignee  and  collects  all 
charges.  Railway  Express  Agency  then  remits  to  AEIA 
its  fees. 

In  1942,  the  British  West  Indian  Airways  (owmed  by 
Lowell  Yerex)  began  flying  freight  between  the  United 
States  and  the  Caribbean.  This  Company  acted  not  as  a 
common  carrier,  but  under  charter,  mainly  for  the  United 
States  Government.  Yerex  asked  AEIA  to  act  as  the  Com¬ 
pany’s  general  agents — to  enter  the  planes  themselves 
through  the  customs,  to  buy  oil,  gasoline,  parts,  etc.,  and, 
in  general,  to  perform  all  those  functions  which  steamship 
general  agents  provide  for  ocean  vessels. 

Some  months  later,  Yerex  asked  AEIA  to  act  in  a  simi¬ 
lar  capacity  for  TACA,  which  began  flying  between  Hon¬ 
duras  and  Miami.  Subsequently,  Yerex  formed  “Aero- 
Vias  Brasil”  flying  between  Rio  and  Miami,  and  AEIA 
also  acted  as  general  agents  for  that  line. 
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As  these  lines  grew,  they  began  to  carry  general  freight 
and  AEIA  handled  customs  entries  and  re-forwarding  for 
this  cargo  just  as  it  does  for  Pan  American. 

Recently,  Yerex  opened  his  own  office  in  Miami  and  this 
office  takes  care  of  gasoline  and  oil  purchases,  and  other 
servicing  of  the  planes  themselves.  AEIA,  however,  con¬ 
tinues  to  enter  the  planes  through  the  customs,  to  enter 
such  little  cargo  as  is  now  carried,  and  to  forward  ship¬ 
ments.  The  arrangement  with  Yerex  is  now  substantially 
similar  to  the  arrangement  with  Pan  American,  except  that 
AEIA  also  enters  Yerex ’s  planes  through  the  customs. 

Also  in  1942,  KLM,  which  had  a  route  in  the  Caribbean, 
received  a  certificate  of  necessity  and  convenience  to  fly  to 
Miami,  and  that  Company  requested  AEIA  to  act  as  KLM’s 
general  agent.  Such  an  arrangement  was  made  and  Mr. 
Mayer  formed  a  separate  company  for  this  business. 

AEIA  also  established  an  office  at  LaGuardia  Field  to 
handle  Pan  American’s  business  at  that  airport,  and  has 
an  agreement  with  American  Export  Airlines  to  do  similar 
work  when  American  Export  will  handle  commercial  cargo. 

Recently  Pan  American  opened  a  route  from  New 
Orleans  to  Guatemala  and  AEIA  established  an  office  in 
New  Orleans  to  handle  Pan  American’s  business  at  that 
point. 

AEIA  also  handles  customs  clearance  for  Nicaro,  a 
subsidiary  of  the  Freeport  Sulphur  Company,  which  runs  a 
plane  between  the  United  States  and  Cuba.  The  Company 
also  handles  the  redistribution  and  forwarding  of  much 
cargo  brought  into  this  country  by  the  United  States  Army 
Air  Transport  Command. 

Because  of  the  Company’s  experience  and  reputation  in 
handling  cargo,  arrangements  have  recently  been  made 
under  which  AEIA  redistributes  and  forwards  candy  manu¬ 
factured  in  Cuba  and  shipped  to  the  United  States  by  Wool- 
worth,  Sears,  Kress,  Kresge,  Grant  and  other  chains. 
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Earnings 

The  Company  has  been  the  pioneer  and  up  to  the  present 
time  the  sole  such  agency  in  the  handling  of  international  air 
express  between  the  United  States  and  the  rest  of  the  world. 
Prior  to  1940,  there  was  no  international  air  express  such 
as  we  know  it  today,  and  all-air  express  really  began  only 
in  1940.  Its  development  since  then  has  been,  of  course, 
subordinated  to  the  war  effort.  Inasmuch  as  the  Company’s 
revenues  are  related  to  commercial  express,  the  following 
record  of  the  Company’s  revenues  and  operating  results 
during  the  past  few  years  when  the  volume  of  commercial 
air  express  was  small  appears  to  be  outstanding  in  view  of 
the  prevailing  circumstances. 


Net  Net 

Before  After 

Revenues  Expenses  Taxes  Taxes 

1936  .  $  10,200  $11,300  —  1,100  —  1,100 

1937  .  9,500  10,400  —  900  —  900 

1938  .  S,500  8,400  +  100  +  100 

1939  .  10,900  10,600  300  +  300 

1940  .  19,300  21,900  —  2,600  —  2;600 

1941  .  30,500  29,200  +  1,300  +  1*300 

1942  .  58,600  46,800  +11,800  +  6,400# 


1943  (Est.)*#  ..  110,000  80,000  +30,000  +10,000 

Now  at  rate  of  $4,000  per  mo.  before  taxes  (written  in  long- 
hand). 

•  After  tax  provision  of  $5,400  which  the  Company 
expects  to  recover  in  accordance  with  provisions 
relating  to  new  companies  and  service  companies. 

**  Actual  for  first  seven  months,  last  five  months  esti¬ 
mated. 

The  Company  is  only  now  beginning  to  enter  the  stage  of 
profitable  operation.  The  principal  item  of  cost  is  payroll 
for  personnel,  and  with  the  opening  of  offices  in  the  last  few 
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years,  together  with  the  expansion  of  its  activities,  it  is 
surprising  that  the  Company  has  been  able  to  produce  such 
a  satisfactory  showing.  In  1939,  the  Company  had  a  total 
personnel  of  5,  which  has  now  grown  to  32. 

Balance  Sheet 

There  is  given  below  a  summarized  balance  sheet  as  of 
July  31, 1943  r 

Assets 

Cash . 

Receivables . 

Current  Assets  . 

Fixed  assets — gross  less 
reserves 

Good  will . . 

Total  Assets  . . 

Liabilities 

Current  Liabilities  (including  tax  re¬ 
serves)  .  $10,700 

Net  Worth 

Advances  by  C.  M.  Mayer .  $21,200 

Capital  stock  and  surplus .  14,500  35,700 

$46,400 

Future  Plans 

Mr.  Maver  believes  that  with  the  termination  of  the  war 
and  the  opening  of  international  airlines,  international  air 
express  will  be  substantially  increased.  He  wants  to  be 
fully  prepared  to  maintain  his  leading  position  in  the  field. 
His  plans  for  the  future  embrace  the  following: 

1.  He  wishes  to  strengthen  his  organization  by  employ¬ 
ing  salesmen  in  New  York  and  New  Orleans  to  solicit  and 
build  up  air  forwarding  business.  He  also  wishes  to  employ 


$19,700 

21,000 

$  6,000 
1,700 


$40,700 

4,300 

1,400 

$46,400 
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additional  personnel  and  to  train  them  so  that  new  offices 
can  be  opened  as  soon  as  new  certificates  of  convenience 
and  necessity  are  granted  to  new  foreign  carriers.  For 
example,  should  American  Airlines  be  successful  in  obtain¬ 
ing  a  certificate  to  fly  the  Atlantic,  he  will  want  to  be  pre¬ 
pared  to  open  offices  in  Boston,  Chicago,  and  other  parts  of 
the  country. 

I 

2.  He  wishes  to  be  prepared  to  act  as  general  agents 
for  those  foreign  owned  airlines  which  will  fly  to  the  United 
States. 

3.  He  wishes  to  explore  the  possibilities  of  opening 
offices  in  South  America,  either  for  his  own  account,  or  in 
conjunction  with  South  American  agents.  He  has  already 
received  several  requests  from  foreign  countries  proposing 
that  offices  be  opened  in  various  countries. 

4.  He  wishes  to  work  more  closely  with  General  Ameri¬ 
can  Transportation  on  a  plan  to  develop  a  glider  cargo 
carrier  or  flying  wing  analogous  to  the  business  which 
General  American  Transportation  built  up  in  the  field  of 
tank  cars.  (Some  time  ago  he  had  several  discussions  with 
General  American  Transportation  with  a  view  towards 
purchase  or  working  together  on  air  cargo  transportation.) 

5.  He  wishes  to  develop  a  consolidated  air  freight  busi¬ 
ness  similar  to  the  LCL  railroad  freight  business. 

Certain  Economic  Considerations 

The  business  in  which  AEIA  is  engaged  is,  despite  its 
growth,  still  a  very  small  business.  The  volume  of  air 
express  leaving  and  entering  the  United  States  is  negligible. 
It  seems  assured  that  international  air  express  will  greatly 
expand  and,  if  this  is  so,  there  are  many  functions  in  con¬ 
nection  with  air  express  which  cannot  be  carried  out  by 
the  carriers  themselves,  because  of  legal  reasons,  business 
reasons,  or  economic  reasons.  For  example,  the  entry  of 
air  express  through  the  customs  cannot  legally  be  per- 
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formed  by  carriers.  The  maintenance  of  independent  offices 
by  foreign  airlines  is  in  many  cases  uneconomic  when  the 
expense  can  be  shared  with  others  by  means  of  a  general 
agency. 

From  many  points  of  view,  there  should  be  an  even 
greater  international  air  express  development  in  South 
America  than  in  the  United  States,  in  which  case  the  ser¬ 
vices  now  rendered  to  American  shippers  should  find  a 
large  market  among  South  American  shippers. 

The  business  is  a  service  business  requiring,  principally, 
trained  personnel,  efficient  management,  and  good  connec¬ 
tions.  The  nature  of  the  business  is  such  that  operations 
should  be  extremely  profitable  after  a  suitable  organization 
has  been  created  and  the  volume  of  business  exceeds  that 
level  which  is  necessary  to  maintain  that  organization. 

•  #  *  #  #  • 

The  Company  is  the  sole  international  air  express 
agency,  being  favorably  known  and  having  excellent  rela¬ 
tions  with  all  the  leading  airlines,  both  American  and 
foreign.  Mr.  Mayer  is  the  most  experienced  individual 
presently  in  the  field  and  the  Company  is  the  logical  vehicle 
for  development  of  certain  aspects  of  international  air 
express. 

The  business  is  presently  owned  solely  by  Chester  Mayer 
and  is  run  by  him  as  a  private  business.  The  Company 
requires  no  capital  at  the  present  time,  nor,  in  view  of  the 
nature  of  the  business,  is  it  likely  that  substantial  capital 
will  be  necessary.  As  far  as  the  future  can  now  be  envi¬ 
sioned,  additional  capital  will  be  needed  principally  for 
increased  operating  expenses  as  new  offices  are  opened. 
The  rate  of  expansion  will  be  determined  largely  by  the 
rapidity  with  which  American  airlines  open  international 
routes  and  by  the  number  of  foreign  airlines  which  will  fly 
to  the  United  States. 

Substantial  capital  may  be  needed  if  in  the  course  of 
development  other  opportunities  in  this  general  field  are 
uncovered.  For  example,  a  likely  development  is  the  use 
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of  “ flying  wings”  or  gliders  for  air  freight  (analogous  to 
tank  cars  or  railroad  box  cars)  and  in  such  an  event,  sub¬ 
stantial  capital  would  be  required.  Whether  the  capital 
should  be  provided  by  AEIA  or  by  means  of  a  joint  arrange¬ 
ment  between  AEIA  and  someone  like  General  American 
Transportation  is  a  question  wThich  is  related  to  the  future 
and  to  the  circumstances  then  existing. 

For  the  present  and  immediate  future,  however,  the 
Company,  as  indicated  by  the  balance  sheet,  is  in  a  com¬ 
fortable  financial  position,  and  Mr.  Mayer  is  able  and  pre¬ 
pared  to  invest  further  amounts. 

If  a  satisfactory  arrangement  can  be  made,  the  new 
money  provided  by  Lehman  Brothers  would  go  into  the 
treasury  of  the  Company  and  not  for  the  purpose  of  buying 
existing  stock. 

I  have  known  Mr.  Mayer  for  many  years  (he  is  Lucius 
Mayer’s  son)  and  have  more  or  less  worked  with  him  since 
he  first  started  in  the  business.  I  feel  strongly  that  the  busi¬ 
ness  is  susceptible  to  great  development  and  that  he  would 
be  well  advised  to  broaden  his  operations  to  conform  with 
the  expected  growth  in  international  air  express,  and,  in 
general,  to  be  prepared  to  maintain  his  leading  position 
in  the  field.  I  believe  that  Lehman  Brothers  is  peculiarly 
well  situated  to  be  of  great  assistance  to  him,  and  believe 
it  to  be  of  mutual  benefit  for  Lehman  Brothers  and  AEIA 
to  join  forces.  I  have  discussed  the  situation  with  him  along 
these  lines  and  he  is  receptive  to  such  a  joint  arrangement. 

Conclusion 

I  believe  this  situation  is  one  of  inherent  dynamic  possi¬ 
bilities.  The  Company,  although  by  far  the  leading  factor 
in  the  business,  could  be  greatly  strengthened  by  the  assist¬ 
ance  which  we  could  give.  I  recommend  that  we  meet  with 
Chester  Mayer  to  discuss  this  situation  in  greater  detail, 
looking  toward  a  joint  arrangement  between  Lehman 
Brothers  and  AEIA. 

i 

Paul  E.  Manheim 
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November  22,  1943. 


Mb.  Juan  T.  Trippe,  President, 

Pan  American  Airways, 

135  East  42nd  Street, 

New  York,  N.  Y. 

Dear  Juan: 

For  your  information,  I  want  you  to  know  that  we  are 
about  to  purchase  an  interest  in  Air  Express  International 
Agency,  Inc.,  run  by  Chester  M.  Mayer. 

While  this  is  a  small  company,  I  believe  it  performs  a 
very  useful  function  both  to  shippers  and  to  the  inter¬ 
national  airlines,  and  that  it  should  contribute  to  the  devel¬ 
opment  of  international  air  express.  I  understand  the 
company  does  a  lot  of  business  with  Pan  American  and 
that  your  people  are  thoroughly  familiar  with  it,  but  I 
just  wanted  you  to  know  what  we  are  doing. 

With  kindest  regards, 


Sincerely, 
Robert  Lehman 


RL:T 
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November  22,  1943. 

Mr.  William  H.  Coverdale, 

120  Wall  Street, 

New  York,  N.  Y. 

Dear  Bill : 

For  your  information,  I  want  you  to  know  that  we  are 
about  to  purchase  an  interest  in  Air  Express  International 
Agency,  Inc.,  run  by  Chester  M.  Mayer. 

While  this  is  a  small  company,  I  believe  it  performs  a 
very  useful  function  both  to  shippers  and  to  the  inter¬ 
national  airlines,  and  that  it  should  contribute  to  the  devel¬ 
opment  of  international  air  express.  I  understand!  that 
your  people  interested  in  air  cargo  are  thoroughly  familiar 
with  the  company,  but  I  just  wanted  you  to  know  what  we 
are  doing. 

With  kindest  regards, 

Sincerely, 

Robert  Lehman 


RL:T 
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November  22,  1943. 

Mr.  George  T.  Baker,  President, 

National  Airlines,  Inc., 

Municipal  Airport, 

J acksonville,  Florida. 

Dear  Ted: 

You  may  be  interested  to  know  that  we  are  about  to  buy 
an  interest  in  Air  Express  International  Agency,  Inc. 

This  is  a  small  company,  but  one  which  we  believe  per¬ 
forms  a  very  useful  function  both  to  shippers  and  to  those 
airlines  which  fly  international  routes,  and  that  it  should 
in  the  future  contribute  to  the  development  of  international 
air  express. 

Chester  M.  Mayer,  who  runs  the  company,  is  presently 
in  Miami  and  will  be  coming  through  Jacksonville  in  the 
next  couple  of  weeks.  I  have  suggested  that  he  drop  in  to 
see  you  for  I  believe  he  may  possibly  be  helpful  to  your 
company  in  the  future. 

With  kindest  regards, 

Sincerely, 

Paul  E.  Manheim 

PEM  :T 

c.c.  Mr.  Chester  Mayer 
Mr.  Lucius  Mayer 
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NATIONAL  AIRLINES,  INC. 

“The  Buccaneer  Route” 

Municipal  Airport  Jacksonville,  Fla. 

November  24,  1943 

Mr.  Paul  E.  Manheim 
Lehman  Brothers 
One  "William  Street 
New  York,  N.  Y. 

Dear  Paul: 

I  am  interested  to  learn  that  your  firm  is  about  to  buy 
into  Air  Express  International  Agency,  Inc. 

I  am  looking  forward  to  meeting  Chester  M.  Mayer,  who 
runs  the  company. 

With  kindest  regards,  I  am, 

Verv  truly  vours, 

»  v  i  7 

National  Airlines,  Inc. 

I 

/s/  Ted 

Gr.  T.  Baker,  President 

i 

Copy  mailed  C.  M.  Mayer,  Miami — 11/26  (written  in  long- 
hand) 

GTB  :bd 
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Air  Express  International  Agency,  Inc. 

410  N.  E.  2nd  Ave.  Miami  Fla. 

New  York  Office  Address  Mail  to: 

40  Exchange  Place  P.  O.  Box  1S78,  Miami  11,  Fla. 


December  1,  1943. 


Mr.  Paul  E.  Manheim, 

Lehman  Brothers, 

1  William  Street, 

New  York,  New  York. 

Dear  Paul: 

Thank  you  for  your  copy  of  a  letter  dated  November 
22nd  and  addressed  to  George  T.  Baker  of  National  Air¬ 
lines,  and  his  reply  to  you. 

I  returned  to  Miami  on  Monday  to  attend  to  some  mat¬ 
ters  in  connection  with  KLM-Royal  Dutch  Airlines  but  I 
am  going  back  to  Palm  Beach  today. 

Prior  to  returning  to  New  York  I  shall  communicate 
with  Mr.  Baker  and  shall  arrange  to  seal  our  route  to  New 
York. 

Businesswise  matters  seem  to  be  doing  quite  well  with 
one  or  two  new  airlines  as  prospective  customers. 

With  kind  personal  regards, 

Sincerely, 

/s/  Chester  M.  Mayer 

Chester  M.  Mayer 

per  M. 


CMM/m. 
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r 

^  December  3,  1943. 

Me.  Chester  M.  Mayee, 

P.  0.  Box  1878, 

Miami,  Florida.  I 

•  Dear  Chester : 

We  have  just  closed  the  Air  Express  deal  and  I  con¬ 
gratulate  both  of  us  and  look  forward  to  a  mutually  satis¬ 
factory  relationship. 

I  understand  you  will  be  back  around  the  10th  and  I 

*  think  the  first  thing  we  ought  to  do  is  get  the  Ameripan 
Export  situation  straightened  out.  Tommy  Hitchcock  was 
in  town  and  I  mentioned  it  to  him. 

! 

Hope  you  are  having  a  good  time.  I 

► 

►  Sincerely, 


Paul.  E.  Maxheim 

PEM:T 

P.S.  I  am  enclosing  an  article  which  may  be  of  interest 
to  you.  j 


Public  Counsel  Exhibit  98. 


December  10, 1943. 


Mr.  Chester  M.  Mayer, 

40  Exchange  Place, 

New  York,  N.  Y. 

Dear  Chester: 

I  spent  an  hour  with  John  Slater  yesterday  about 
another  matter,  and  told  him  that  you  and  I  would  like  to 
have  a  talk  with  him  about  Air  Express.  He  said  he  would 
be  glad  to  see  us  at  any  time.  Let  me  know  when  you  want 
to  arrange  it. 

Sincerely, 


Paul  E.  Manheim 


PEM:T 
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January  15,  1944 

Mr.  Robert  Lehman 
1  William  Street 
New  York,  N.  Y. 

Dear  Bobbie : 

I  finally  arrived  in  Miami  after  having  been  removed 
from  the  plane  to  make  room  for  some  aristocrat  from  the 
Office  of  the  Economic  Warfare  who  was  imperiously  bran¬ 
dishing  a  priority.  I  hope  this  is  not  an  omen  for  my  trip 
further  south,  for  if  it  is,  I  shall  be  spending  most  of  my 
time  in  Peru.  j 

Chester  Mayer  had  his  people  meet  me  here  and  pro¬ 
vided  me  with  an  excellent  room — something  which  is  almost 
unobtainable.  I  have  spent  some  time  in  his  office  and  am 
uncontrollably  enthusiastic  about  the  company. 

This  company,  if  well  handled,  is  on  the  threshold  of 
becoming  a  Pan  American  Airways  in  the  express  busi¬ 
ness.  It  is  much  further  along  in  its  development  and  has 
a  much  greater  reputation  than  I  realized.  In  its  present 
stage  of  development,  it  is  comparable  to  Pan  American 
some  twelve  or  fifteen  years  ago. 

I  was  most  favorably  impressed  -with  the  personnel*  with 
the  effective  way  in  which  the  business  is  handled,  with  the 
good  relations  it  enjoys  with  all  the  international  airlines 
here,  and  with  the  importance  of  the  job  it  is  doing,  i 
Chester  Mayer  seems  to  have  built  soundly,  conserva¬ 
tively,  (perhaps  too  much  so)  and  is  evidently  a  good  admin¬ 
istrator.  The  only  aspect  which  constitutes  a  threat  to  the 
company’s  inevitable  growth  is  the  possibility  of  other 
people  entering  the  field.  There  is  no  present  danger  of  this 
threat,  for  A.  E.  I.  A.  is  so  far  outstanding  in  the  field  and 
performs  such  a  useful  function  to  international  airlines, 
that  there  is  no  logical  reason  for  any  new  airline  to  deal 
with  anyone  else.  However,  that  possibility  always  exists, 
and  I  think  the  only  real  protection  is  to  continue  to  expand 
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the  company  to  conform  with  the  growth  and  needs  of  the 
airlines  flying  international  routes. 

I  have  had  several  discussions  with  Chester  Mayer  on 
this  point  and  suggested  to  him  (which  I  now  repeat  with 
greater  conviction)  that  earnings  be  reinvested  in  the 
expansion  of  the  business.  Offices  should  probably  be 
opened  up  in  the  Dallas  area  to  provide  for  Mexican  traffic 
and  probably  on  the  Pacific  coast  to  take  care  of  that  gate¬ 
way.  Chester  has  had  this  in  mind,  and  I  believe  he  is  now 
pursuing  it.  He  is  a  little  anxious  to  show  to  us  that  the 
company  is  a  profitable  operation,  but  I  have  urged  him  to 
forget  this  view  and  that  we  are  interested  not  so  much  in 
what  the  company  earns  this  year  or  next,  but  in  what  the 
company  will  be  five  and  ten  years  from  now. 

Expansion  of  the  company  requires  the  incurring  of 
additional  expense  for  rent  and  personnel,  and  in  the  past 
Chester  has  deferred  this  expansion  until  he  has  seen  the 
“whites  of  the  eyes”  of  forthcoming  business.  I  think  the 
company’s  best  interests  would  be  served  by  being  a  little 
forehanded  with  such  expansion,  particularly  since  F.  D.  R. 
is  willing  to  contribute  80%  of  the  expense. 

There  is  one  point  which  is  most  important  in  the  busi¬ 
ness.  American  Airlines,  T.  W.  A.  and  other  domestic  air¬ 
lines  are  all  applying  for  international  routes.  Chester 
should  meet  wdth  these  companies  now  and  provide  for 
their  express  facilities.  I  have  already  arranged  for  him 
to  see  Pen-Central,  Northeast,  and  National  in  the  convic¬ 
tion  that  I  am  doing  both  the  airlines  and  Mayer  a  favor. 
The  airlines  are  very  grateful  to  get  the  benefit  of  his 
experience  with  Pan  American,  Taca,  KLM,  and  other 
presently  existing  airlines,  and  I  think  we  are  being  very 
helpful  to  those  domestic  companies  to  whom  we  introduce 
Maver. 

I  had  intended  to  arrange  for  Mayer  to  see  various 
domestic  companies,  but  in  my  absence  I  have  suggested 
that  he  speak  to  you,  for  among  other  things,  I  am  sure  you 
will  be  interested  in  the  business. 
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i 

I  have  gone  over  my  agenda  for  my  South  American 
trip  and  have  a  general  idea  of  what  I  want  to  investigate. 
The  question  of  management  still  bothers  me,  for  even  if 
we  uncover  an  attractive  opportunity,  we  must  be  assured 
of  good  people  to  run  it.  However,  this  can  probably  be 
better  investigated  on  the  spot. 

One  matter  which  I  overlooked  was  our  Western  Union 
fee,  and  I  have  written  Paul  about  it,  and  he  will  probably 
speak  to  Bert  Williams.  I  understand  he  is  coming  to  lunch 
Wednesday,  and  that  may  be  an  opportune  time. 

I  shall  spend  the  next  week  getting  a  sunburn  and  get¬ 
ting  healthy  so  that  I  can  better  cope  with  the  Copacabana  in 
Rio.  Best  to  you  and  everyone. 

Sincerely, 

Paul  E.  Manheim  1 

pem  :ra 
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October  10,  1944 

Memorandum  to  Partners: 

Air  Express  International  Agency 

| 

This  is  to  keep  you  informed  of  the  developments  relat¬ 
ing  to  this  company. 

The  company’s  business  is  showing  improvement,  its 
gross  revenues  for  the  first  eight  months  of  the  current 
year  being  $92,000  against  $67,000  for  the  corresponding 
period  a  year  ago.  The  company,  at  the  request  of  Pan 
American  Airways,  opened  an  office  in  Los  Angeles,  and  is 
currently  considering  opening  an  office  in  Dallas  pursuant 
to  the  request  of  Braniff. 
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The  company’s  expenses,  however,  have  increased  some¬ 
what  more  than  revenues,  and  the  net  profit  before  taxes 
for  the  first  eight  months  was  $9,200  against  $10,600  last 
year.  The  increase  in  expenses  is  due  partly  to  the  diffi¬ 
culties  in  obtaining  and  keeping  personnel,  but  mainly  to 
the  development  of  new  business,  including  the  opening  of 
the  Los  Angeles  office.  I  told  Chester  Mayer  we  were  not 
interested  so  much  in  present  earnings  as  we  were  in  trying 
to  develop  this  business  for  the  future,  and  the  increase  in 
expenses  is  a  reflection  of  this  policy. 

The  air  express  business  is  undergoing  many  drastic 
changes.  At  the  present  time,  all  the  airlines  have  an 
exclusive  contract  with  Railway  Express  Agency  to  handle 
all  phases  of  the  air  express  business  other  than  the  actual 
transport  from  airport  to  airport.  This  is  an  extremely 
unsatisfactory  arrangement,  but  the  airlines  have  no  other 
agency  with  whom  to  deal.  Several  of  the  individuals 
handling  air  express  for  various  airlines  have  urged  Chester 
Mayer  to  set  up  an  independent  air  express  agency  which 
would  have  the  same  relationship  to  the  airlines  that  REA 
now  has  with  the  railroads. 

Pursuant  to  this  idea,  T  have  had  some  discussion  with 
Clarkson  and  Reid,  of  American  Express,  looking  toward 
the  formation  of  a  new  company  which  would  take  over 
from  REA  the  functions  they  perform  for  the  airlines. 
American  Express  is  very  keen  to  do  this  but  must  first 
clear  with  REA  in  view  of  the  close  relations  between  those 
two  companies.  The  expenses  incident  to  this  idea  have 
been  largely  borne  so  far  by  Mayer’s  company. 

Air  Express  International  Agency  is  continuing  to  grow 
as  we  expected  when  we  made  our  investment.  The  busi¬ 
ness  is  of  course  very  small,  but  it  holds  the  possibility,  if 
properly  directed,  of  having  an  important  part  in  the  air 
express  business  in  the  future. 


Paul  E.  Manheim 
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August  31,  1945 

Memorandum  to  Partners:  j 

This  is  to  inform  you  that  I  have  given  Hirsch  &  Co. 
the  financing  deal  for  Air  Express  International  Agency. 
The  deal  will  probably  involve  raising  some  $750,000  by 
common  stock  for  half  the  equity.  The  money  will  go  into 
the  company’s  treasury. 

In  view  of  our  past  relationship  with  Hirsch  &  Co.,  I  told 
them  that  all  the  partners  were  anxious  to  work  with  them 
and  to  offer  them  such  business  as  we  thought  they  might 
be  interested  in. 

Paul  E.  Manheim  . 
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Air  Express  International  Agency,  Inc. 

40  Exchange  Place,  New  York  5,  N.  Y. 

May  24,  1946 

Mr.  Joseph  Thomas 

Lehman  Brothers  i 

1  William  Street 
New  York  City 


You  will  be  pleased  to  learn  that  we  have  been  awarded 
the  San  Francisco  agency  for  the  Pacific  Division  of  Pan 
American  Airways,  and  I  believe  that  this  is  largely  due 
to  your  intervention  on  our  behalf.  i 

Please  accept  my  sincere  thanks  and  appreciation  for 
your  trouble  in  this  matter. 

Kind  regards  and  best  wishes. 

Sincerely, 

/s/  Chester  M.  Mayer 
CMMtHT  Chester  M.  Mayer 

Noted  by  P.  Manheim  (written  in  longhand) 
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Mr.  H.  M.  Bixby,  Vice  President 
Pan  American  World  Airways  System 
135  E.  42nd  Street 
New  York,  N.  Y. 

Dear  Mr.  Bixby: 

I  regret  that  I  was  out  of  the  city  when  yon  called  and 
I  appreciate  so  much  your  taking  time  out,  of  what  I  know 
to  be  a  very  busy  routine,  to  do  so. 

I  want  to  take  this  opportunity  to  thank  you  for  the 
efforts  that  you  have  been  making  in  behalf  of  establishing 
Air  Express  International  Agency  as  agents  for  Pan 
American  for  inbound  foreign  cargo  at  San  Francisco.  It 
is  my  understanding  that  Mr.  Chelot  of  your  New  York 
office  has  full  knowledge  of  this  matter  and  is  probably 
following  it  through  for  you. 

I  hope  to  see  you  very  soon  and  express  my  gratitude 
in  person. 

With  best  wishes  and  many  thanks. 

Sincerely, 


JAT  :cb 


Joseph  A.  Thomas 
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Am  Express  International  Agency,  Inc. 

40  Exchange  Place,  New  York  5,  N.  Y. 

March  6,  1946 

I 

Mr.  Joseph  Thomas  j 

Lehman  Brothers 
1  William  Street 
New  York  City 

Dear  Mr.  Thomas : 

Paul  called  me  yesterday  afternoon  to  inform  me  of  your 
conversation  with  Mr.  Bixby  relative  to  our  being  appointed 
official  clearance  agents  on  the  West  Coast  for  Pan  Ameri¬ 
can  Airways  ’  trans-Pacific  service. 

I  wish  to  take  this  opportunity  to  express  my  apprecia¬ 
tion  of  your  assistance  and  trouble  in  this  matter.  As  the 
situation  develops,  I  shall  keep  you  informed. 

I 

Thank  you  for  your  kind  cooperation. 

Cordially  yours, 

/s/  Chester  M.  Mayer 

Chester  M.  Mayer 

President 


cmm/ht 
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LEP  TRANSPORT,  INC. 

International  Freight  Forwarders 
Custom  Brokers 

it  21  West  Street,  New  York  6,  N.  Y. 

February  26,  1947 


Mr.  Paul  E.  Manheim, 

One  William  Street, 

New  York  5,  N.  Y. 

Dear  Paul: 

You  will  recall  that  last  Fall  I  talked  with  you  in  regard 
to  endeavoring  to  obtain  American  Export  Lines  agency 
for  Southern  Europe  for  the  LEP  Group.  I  believe  at  that 
time  you  took  up  the  matter  with  Joe  Thomas. 

I  have  today  received  the  enclosed  letter  from  Mr. 
Leeper,  which  is  self-explanatory.  I  know  you  will  do  every¬ 
thing  possible  to  favor  the  LEP  Group. 

Sincerely, 


CMM  :fmc 
Enel. 


/s/  Chester  M.  Mayer 
Chester  M.  Mayer 
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March  5,  1947. 

i 

I 

Mb.  John  F.  Gehan,  i 

Vice-President,  j 

American  Export  Lines  Inc., 

25  Broadway, 

New  York  4,  N.  Y. 

Dear  Mr.  Gehan:  j 

Following  our  conversation  yesterday  I  wrote  to  Mr. 
Leeper  who  runs  Lep  Transport,  telling  him  that  I  had 
spoken  to  you  and  Mr.  Slater,  that  you  are  interested  in 
working  with  him,  and  that  you  were  disinclined  to  work 
on  an  exclusive  basis.  I  told  him  furthermore  that  I  thought 
he  should  communicate  directly  with  you  to  see  whether 
anything  of  mutual  interest  could  be  developed  between 
vour  two  organizations. 

For  your  information  I  am  enclosing  a  list  of  the  com¬ 
panies  they  own  in  Europe.  j 

With  kindest  regards, 

Sincerely, 

Paul  E.  Manheim.  i 

PEM  :mgh 

Enel.  i 
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March  5,  1947. 


Me.  R.  K.  Leeper, 

Sunlight  Wharf, 

Upper  Thames  Street, 

London,  E.  C.  4,  England. 

Dear  Mr.  Leeper: 

Mr.  Chester  Mayer  showed  me  your  letter  of  January 
30th  refering  to  the  American  Export  Lines,  whereupon 
I  discussed  your  thoughts  with  Mr.  Slater,  President  of 
the  company,  and  with  Mr.  Gehan,  Vice-President. 

They  are  very  receptive  to  the  idea  of  working  with 
you  and  feel  as  you  do  that  there  is  much  of  mutual  inter¬ 
est  that  could  be  developed  between  your  two  organizations. 
They  told  me,  furthermore,  that  they  had  not  appointed  any 
agents  in  England  and  that  generally  they  were  disinclined 
to  work  on  an  exclusive  basis  because  of  the  effect  that 
such  an  arrangement  would  have  on  the  rest  of  their  busi¬ 
ness.  However  I  did  not  want  to  get  into  detail  inasmuch 
as  I  know  little  about  the  business  and  feel  that  the  dis¬ 
cussions  should  take  place  directly  between  you  and  them. 

I  think  the  best  way  of  proceeding  from  this  point  on 
would  be  for  you  to  communicate  directly  with  them.  I 
think  you  will  make  more  rapid  progress  if  you  write  to 
Mr.  Gehan  and  he  will  be  expecting  to  hear  from  you.  His 
full  name  is  John  F.  Gehan,  Vice-President,  American 
Export  Lines,  Inc.,  25  Broadway,  New  York  4,  N.  Y.  I 
hope  that  this  will  develop  into  satisfactory  business  for 
you. 

So  far  as  Air  Express  International  Agency  is  con¬ 
cerned,  we  have  been  terribly  hampered  by  our  bureaucrats 
in  the  Securities  Exchange  Commission.  Our  financing 
has  proceeded  very  slowly  as  you  undoubtedly  know,  but 
we  are  awaiting  final  approval  at  any  moment.  I  know 
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that  these  technical  difficulties  have  interfered  with  the 
smooth  functioning  of  the  arrangement  between  you  and 
AEIA  and  all  of  us  are  conscious  of  the  fact  that  there  is 
room  for  improvement.  We  are  hopeful  that  the  lawyers 
and  the  various  government  agents  will  soon  be  out  of  our 
hair  and  that  the  improvement  will  manifest  itself  shortly. 

If  there  is  any  way  in  which  I  can  be  of  further  help  to 
you  in  connection  with  AEIA  I  hope  you  will  feel  free  to 
call  on  me. 

With  kindest  regards, 


Yours  very  truly, 


Paul  E.  Man  heim. 


PEM  :mgh 
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Emanuel,  Deetjen  &  Co. 

52  William  Street 
New  York  5,  N.  Y. 


October  1,  1946. 

Herman  Kahn,  Esq. 

Lehman  Brothers 
1  William  Street 
New  York,  New  York 

Dear  Herman: 

I  spoke  with  Mr.  Donald  N.  McDonnell,  of  Blyth  &  Co., 
by  ’phone  this  morning  and  am  pleased  to  report  that  he 
confirmed  the  following  to  me: 

1.  Mr.  McDonnell  advised  me  that  he  spoke  with  Mr. 
Gross  by  ’phone  after  the  various  conversations  Don 
and  I  had  together  last  Friday  and  that  he,  Donald 
McDonnell,  agreed  to  the  decisions  which  I  worked 
out  with  him,  namely — 

a)  McDonnell  will  resign  from  the  Board  of  Con¬ 
solidated  Vultee  Aircraft  Corporation  today. 

b)  Blyth  &  Co.  will  act  as  sponsors  of  the  proposed 
Consolidated  Vultee-Lockheed  merger  and  will 
represent  the  Lockheed  stockholders.  The  firm 
of  Hornblower  &  Weeks  may  or  may  not  appear 
with  Blyth  &  Co.  as  sponsors  for  Lockheed  as  Mr. 
Gross  informed  McDonnell  that  this  matter  should 
be  decided  entirely  by  Blyth  &  Co.  as  it  is  their 
obligation. 

c)  Lehman  Bros,  and  Emanuel,  Deetjen  &  Co.  will 
sponsor  the  merger  for  Consolidated  Vultee 
stockholders. 

d)  Mr.  McDonnell  is  of  the  understanding  that  his 
firm,  Blyth  &  Co.,  are  to  receive  a  fee  of  $75,000 
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\ 

to  be  paid  by  Lockheed  and  that  Lehman  Bros, 
will  receive  a  similar  amount  from  Consolidated 
Yultee.  (We  previously  had  worked  out  with  him 
that  if  they  include  Hornblower  &  Weeks,  any 
payment  to  the  latter  firm  will  come  out  of  Blyth’s 
$75,000  and  that,  similary,  any  payment  received 
by  Emanuel,  Deetjen  &  Co.  will  come  out  of  the 
fee  which  Lehman  Bros,  will  receive  from  Con¬ 
solidated  Vultee.) 

I 

e)  All  of  the  foregoing,  of  course,  is  subject  to  the 
approval  of  the  Boards  of  both  companies. 

i 

2.  As  to  future  banking  business,  if,  as  and  when  the 
merger  is  effected,  Mr.  McDonnell  confirmed  to  me 
his  understanding  that  the  firms  of  Lehman  Bros, 
and  Blyth  &  Co.  would  have  equal  participation  and 
that  the  matter  of  so-called  leadership  would  be 
settled  at  the  time  the  actual  banking  or  underwrit¬ 
ing  deals  may  occur. 

Mr.  McDonnell  further  advised  me  that  he  and  his  firm 
were  agreeing  to  the  above  set  forth  understanding  because 
it  was  the  wish  and  dictation  of  Mr.  Gross  of  Lockheed  and 
Mr.  Emanuel  of  The  Aviation  Corporation  that  it  be  worked 
out  on  this  basis.  He  further  stated  that  he  had  spoken  to 
Mr.  Emanuel  by  ’phone  yesterday  and  confirmed  the  aboye 
directly  to  him.  I 

In  closing,  he  told  me  that  he  again  wished  to  thank  me 
personally  for  having  acted  as  a  sort  of  arbitrator  and 
repeated  once  more  that  he  and  his  associates  were  very 
happy  to  see  Lehman  Brothers  in  the  picture  as  they  all 
felt  that  Lehman  Bros,  would  prove  to  be  of  great  benefit 
to  all  parties  concerned. 

With  kindest  regards,  I 

Sincerely, 


i 


RHD  :ms 


(signed)  Rudy 
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December  17,  1947 

Memorandum  to  Mr.  Frederick  L.  Ehrman  : 

Re — Continental  &  Mid-Continent  Airlines 

Proposed  Merger 

A.  Introduction 

The  purpose  of  this  memorandum  is  to  arrive  at  an 
equitable  basis  for  merging  Continental  Airlines  and  Mid- 
Continent  Airlines  through  an  exchange  of  Mid-Continent 
common  stock  for  Continental  Airlines  stock.  After  con¬ 
sideration  of  all  the  factors  set  forth  herein,  it  is  concluded 
that  a  fair  basis  of  exchange  would  be  to  offer  %  share 
of  Continental  for  each  share  of  Mid-Continent. 

In  arriving  at  our  judgment  of  a  basis  of  exchange 
equitable  to  the  share-holders  of  each  company  factors  fall¬ 
ing  into  three  general  classifications  were  considered : 

(a)  Asset  contributions  by  each  company  to  the  merged 
company. 

(b)  Revenues  and  earnings  contributed  by  each  to  the 
merged  company. 

(c)  An  analysis  of  certain  factors  bearing  on  the  values 
of  the  franchises  of  each  company. 

B.  Evaluation  Based  on  Assets 

Table  “A”  attached  presents  a  summary  of  the  balance 
sheets  of  the  two  companies  as  of  September  30,  1947  and 
a  pro  forma  consolidated  balance  sheet  giving  effect  to  the 
proposed  merger  together  with  the  market  equity  of  the 
two  companies  as  of  December  15,  1947. 

The  following  table  summarizes  some  of  the  more 
important  data  set  forth  in  Table  “A”: 
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Percentage  Contribution  by  Each  Company  to  the 
Merged  Company 


Weight 

Assigned  Continental  Mid-Continent 


2  Net  Tangible  Assets  (avail.  Common) .  52.3%  47.7% 

1  Net  'Working  Capital  (avail.  Common)....  46.2  53.8 

2  Market  Equity  12/15/47 .  41.2  158.8 

Weighted  Average  .  46.6%  53.4% 


The  weighted  average  shown  above  is  based  on  the 
assumption  that  net  tangible  assets  and  market  equity 
should  each  be  given  twice  the  importance  of  net  working 
capital  in  weighing  the  contributions  of  each  company.: 

On  this  basis,  it  is  indicated  that  the  share-holders  of 
Continental  are  entitled  to  46.6%  and  of  Mid-Continent, 
53.4%  of  the  merged  company. 

The  combined  company,  on  this  assumption,  would  have 
a  total  of  583,469  shares  of  Continental  stock  outstanding 
following  the  merger,  divided  as  follows : 


Continental  Mid-Continent 

Shareholders  Shareholders  Total 


Number  of  Shares .  271,906  311,583  583,489 

%  of  Total .  46.6%  53.4%  100% 


On  this  basis  for  the  389,399  shares  of  Mid-Continent 
presently  outstanding,  Mid-Continent  shareholders  would 
receive  an  aggergate  of  311,583  shares  of  Continental  or 
.80  shares  of  Continental  for  each  share  of  Mid-Continent 
exchanged. 

C.  Evaluation  Based  on  Operations 

! 

Tables  “B”  to  “F”  inclusive,  attached,  present  a  his¬ 
torical  record  of  gross  operating  revenues,  net  operating 
profits,  pro-tax  income,  net  income  after  taxes,  and  net 
income  after  taxes  adjusted  for  a  38%  tax  rate. 
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The  more  important  data  in  Tables  “B”  to  “F”  may  be 
summarized : 


Gross  Operating  Revenues 
Weight  (from  Table  “B”) 

Assigned  Continental  Mid-Continent 


1947  (9  mos.  to  9/30/47).. 

•> 

O 

44.4% 

55.6%, 

193842  Average  . 

1 

41.4 

58.6 

194347  “  . 

3 

49.6 

50.0 

193847  “  . 

2 

47.6 

52.4 

Weighted  Average . 

46.5% 

53.5% 

Net  Operating  Income 

(from  Table 

“C”) 

1947  (9  mos.  to  9/30/47).. 

3 

36.0% 

64.0% 

194347  Average  . 

3 

37.0 

63.0 

193847  “  . 

*> 

w 

45.2 

54.8 

Weighted  Average . 

38.7% 

61.3% 

Net  Income  Before  Taxes 

(from  Table 

“D”) 

194246  Average  . 

3 

59.8% 

40.2% 

193746  “  . 

2 

69.3 

30.7 

Weighted  Average . 

63.6% 

36.4% 

Net  Income  After  Taxes  adj, 

38%  tax  rate  (from 

Table  “E’ 

”) 

194246  Average  . 

3 

59.5% 

40.5% 

193746  “  . 

2 

76.4 

23.6 

Weighted  Average . 

66.3% 

33.7% 

Net  Income  After  Taxes 

(from  Table 

“F”) 

194246  Average  . 

58.8% 

41.2% 

The  results  arrived  at  in  the  above  Table  are  sum¬ 
marized  below.  It  will  be  noted  that  net  operating  revenue 
has  been  weighted  most  heavily  as  it  is  believed  to  be  the 
most  important  operating  factor  since  it  does  not  reflect 
extraordinary  income  or  losses  incurred  in  non-commercial 
operations.  Similarly,  gross  operating  revenues  is  weighted 
second  in  importance  as  it  reflects  actual  volume  of  passen¬ 
ger,  mail,  and  other  traffic  that  based  on  past  and  current 
results  each  carrier  may  be  expected  to  contribute  to  the 
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merged  company.  Other  operating  results  shown  are  con¬ 
sidered  relatively  less  important  in  arriving  at  a  fair  basis 
of  exchange.  i 

Weight 

Assigned  Continental  Mid-Continent 


Gross  Operating  Revenue . 

6 

46.5% 

53.5% 

Net  Operating  Income . 

10 

38.7 

61.3  i 

Net  Income  before  Taxes . 

3 

63.6 

36.4! 

Net  Income  after  Taxes . 

2 

66.3 

33.7  l 

Net  inc.  after  Taxes  (adj.  38% 
tax)  . 

1 

59.2 

41.2 

Weighted  Average  . 

47.6% 

52.4% 

On  a  basis  of  a  consideration  of  all  operating  factors  as 
indicated  above,  it  is  concluded  that  Continental  stock¬ 
holders  are  entitled  to  47.6%  of  the  merged  company  and 
Mid-Continent  stockholders,  52.4%.  The  division  of  shares 
would  be: 

Continental  Mid-Continent 
Stockholders  Stockholders  Total 


Number  of  Shares .  271,906  299,325  571,231 

% .  47.6%  52.4%  100% 


On  this  basis  for  the  389,399  shares  of  Mid-Continent 
outstanding,  Mid-Continent  shareholders  would  receive  an 
aggregate  of  299,325  shares  of  Continental  or  .77  shares 
of  Continental  for  each  share  of  Mid-Continent  exchanged. 

D.  Market  History 

The  following  table  lists  the  market  price  ranges  and 
the  price/earnings  ratios  at  which  the  stocks  of  Continental 
and  Mid-Continent  sold  in  the  past.  It  is  indicated  that 
Continental  sold  for  the  most  part  at  slightly  higher  levels 
than  Mid-Continent  and  that  both  stocks  as  of  December 
15,  1947  were  selling  at  the  same  price.  It  is  further  indi¬ 
cated  that  no  definite  pattern  of  price/earnings  ratios  can 
be  established  for  either  stock  although  Continental  has 
historically  sold  at  lower  price/earnings  ratios.  Yield  has 
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not  been  an  important  factor  in  determining  price.  Mid- 
Continent  has  paid  no  dividends ;  Continental  paid  15^  per 
share  in  each  of  the  years,  1944  to  1946  inclusive. 

Market  Price  Ranges 


- Continental— 

Earned 

— Mid-Continent - \ 

Earned 

High 

Low  Avg. 

Pr.  Shr. 

High 

Low  Avg.  Per  Shr. 

1941  . 

.  $  4% 

$  2% 

$  4  ; 

t  (-14) 

$  5% 

$i%  $  3y2 

$(.41) 

1942  . 

4 

1% 

3 

22 

3% 

1%  2% 

.18 

1943  . 

9 

4 

6  Vi 

i.n 

6% 

2%  4% 

.44 

1944  , 

.  11% 

8% 

10 

.77 

8 

4%  6% 

.36 

1945 

.  29  % 

10% 

20 

1.26 

21  % 

8%  14% 

.44 

1946 

.  25% 

7% 

16% 

1.15 

20% 

6%  13y2 

.69 

1947  to  12/1; 

3....  10% 

5% 

8% 

.25  Est. 

8 

5%.  6% 

.35  Est. 

Price  Earnings  Ratios 

1941 

def. 

def. 

def. 

def. 

def. 

def. 

1942 

18.2x 

8.5x 

13.3x 

18.0x 

6.3x 

12.2x 

1943 

8.2 

3.6 

5.9 

15.3 

6.5 

10.9 

1944 

15.3 

10.7 

13.0 

22  2 

13.6 

17.9 

1945 

23.4 

8.3 

15.8 

48.9 

18.8 

33.9 

1946 

22.4 

6.5 

14.5 

29.8 

9.4 

19.6 

1947 

(Est.)  . 

43.3 

22.0 

32.6 

22.9 

15.7 

14.3 

E.  Other  Factors 

Table  “G”  attached  summarizes  certain  data  compiled 
by  Mr.  Joseph  A.  Uhl,  Secretary  of  Continental  Air  Lines. 
This  data  mav  be  summarized  as  follows  on  an  index  basis : 


Continental 

Mid-Continent 

Quantitive  Factors . 

.  100 

166 

Qualitative  Factors  . 

.  100 

127 

Growth  Factors . 

.  100 

72 

Average . 

.  100 

122 

%  . 

.  45.% 

55.% 

On  this  basis,  distribution 

of  the  stock  of 

the  merged 

company  would  be  as  follows : 
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Continental  Mid-Continent 
Shareholders  Shareholders  Total 

271,906  332,329  604,235 

45%  55%  100% 

On  this  basis  for  the  389,399  shares  of  Mid-Continent 
outstanding  Mid-Continent  shareholders  would  receive 
332,329  shares  of  Continental  or  .85  shares  of  Continental 
for  each  share  of  Mid-Continent  exchanged. 

F.  Summary 

Summarizing  the  factors  considered,  we  find  that  the 
following  bases  for  exchange  are  indicated: 


Number  of  Shares 

%  . 


Exchange 
Basis  (#  of 
shares  of 
Continental 
for  each 
share  of 

Basis  of  Evaluation  Mid-Con.) 


Assets  . 

Operations  . 

Franchise  Value 

Average . 


.80  shares 

.77 

.85 


In  summary,  therefore,  on  a  basis  of  the  data  included 
herein,  it  is  concluded  that  an  equitable  basis  of  exchange 
would  be  4/5  shares  of  Continental  for  each  share  of  Mid- 
Continent. 

Kendrick  R.  Wilson,  Jr. 


KRW/gl 
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January  7,  1948 

Memorandum  to  Frederick  L.  E  hr  man 

Re:  Continental  Air  Lines  and  Mid-Continental 
Airlines  Proposed  Merger 


Introduction 

The  purpose  of  this  memorandum  is  to  consider  a  pos¬ 
sible  basis  for  merging  Continental  Air  Lines  and  Mid- 
Continent  Airlines  through  an  exchange  of  the  common 
stocks  of  each  of  these  companies  for  common  stock  of  a 
surviving  corporation.  After  consideration  of  the  factors 
set  forth  herein  it  is  concluded  that  a  fair  basis  for  exchange 
would  be: 

For  Continental  Stockholders — 1 V*  shares  of  the 
new  company 

For  Mid-Continent  Stockholders — 1  share  of  the  new 
company 

(On  all  calculations  in  this  memorandum  no  considera¬ 
tion  has  been  given  to  the  proposed  sale  of  approximately 
30,000  shares  of  Mid-Continent  stock  to  certain  officers  and 
employees  of  the  Company  at  a  price  of  $6  per  share.  The 
effect  of  this  plan  on  arriving  at  a  basis  for  merging  the 
companies  will  be  the  subject  of  further  discussion.) 

The  present  number  of  common  shares  of  the  two  com¬ 
panies  currently  outstanding  and  the  pro-forma  capitali¬ 
zation  of  the  merged  company  on  this  basis  of  exchange 
would  be: 
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Continental  Mid-Continent  Total 

Present  Capitalization 

Funded  Debt  . $513,000  $299,000  $812,000 

Common  stock  outstand¬ 
ing  .  271,906  sh.  383,399  sh.1 

Number  of  shares  of  merged 

company  received  in  ex-  I 

change  for  each  share  out¬ 
standing  .  iy2  share  1  share 

$812,000 
791,258  sh. 

100% 


In  arriving  at  what  is  considered  an  equitable  basis  of 
exchange,  factors  falling  into  three  general  classifications 
were  considered: 

(a)  Asset  and  market  equity  contributions  by  each 
Company  to  the  merged  company. 

(b)  Revenues  and  earnings  contributed  by  each  Com¬ 
pany  to  the  merged  company. 

i 

(c)  Certain  factors  bearing  on  the  inherent  values;  of 
the  route  franchise  of  each  Company. 

A.  Valuation  Based  on  Assets 

Table  A  attached  presents  a  summary  of  the  balance 
sheets  of  the  two  companies  as  of  November  30,  1947  and 
a  pro-forma  consolidated  balance  sheet  giving  effect  to  the 
proposed  merger.  There  is  also  shown  in  this  table  the 
market  equity  of  the  two  companies  as  of  January  5,  1948, 
(the  aggregate  market  valuation  of  all  outstanding  com¬ 
mon  stock  of  each  Company). 


Pro  Forma  Capitalization 

Funded  Debt  . $513,000  $299,000 

Common  stock  .  407,859  sh.  383,399  sh. 

Percentage  Distribution  of 
Stock  .  51.4%  48.6% 

1  Docs  not  include  6,000  shares  held  in  Treasury. 
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The  following  table  summarizes  certain  of  the  more 
important  data  set  forth  in  Table  A: 


Assets  and  Market  Equity 
Percentage  Contribution  by  Each  Company 
to  the  Merged  Company 


Net  Tangible  Assets  (Avail¬ 
able  common)  . 

Net  Working  Capital 
(Available  common)  .... 

Market  Equity  1/5/48 . 

Average . 


Continental 

Mid-Continent 

Basis  For 
Exchange1 2 

52.7% 

47.3% 

1.57  share 

50.2 

49.8 

1.42 

41.5 

58.5 

1. 

48.1% 

51.9% 

1.33  share 

^Represents  number  of  shares  of  merged  Company  to  be  offered  in  exchange 
for  each  share  of  Continental  now  outstanding  assuming  Mid-Continent  stock¬ 
holders  receive  one  share  of  stock  of  the  merged  company  for  each  of  the 
383,398.6  shares  of  Mid-Continent  stock  now  outstanding. 


In  weighing  the  book  values  of  the  fixed  assets  of  the 
two  companies  there  are  two  factors  that  should  be  given 
consideration. 

1.  Continental  carries  its  twelve  DC-3’s  at  a  depreci¬ 
ated  book  value  of  approximately  $436,000,  or 
roughly  $36,400  per  plane.  Mid-Continent  carries 
its  ten  owned  DC-3’s  at  a  depreciated  cost  of  $464,000, 
or  approximately  $46,400  per  plane — $10,000  per 
plane  higher  than  carried  by  Continental.  If  it  is 
assumed  that  the  DC-3  flight  equipment  of  each 
Company  has  approximately  the  same  market  value, 
the  difference  in  the  depreciated  value  at  which  the 
planes  are  carried  should  be  used  to  adjust  asset 
values.  If  carried  at  the  same  value  as  Mid-Con¬ 
tinent’s  owned  DC-3’s,  Continental’s  DC-3’s  would 
have  a  book  value  of  $120,000  greater  than  now  shown 
on  the  Continental  books. 

2.  Continental  has  a  firm  purchase  commitment  for  five 
C.  Y.-240  aircraft  at  a  price  $515,000  below  the  pres¬ 
ent  estimated  market  value  of  these  planes.  In  addi¬ 
tion  to  the  operating  advantages  that  will  accrue  to 
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Continental  in  1948  when  these  low  operating  cost 
aircraft  are  placed  in  service,  the  contract  for  the 
240’s  represents  a  substantial  asset  value  not  shown 
on  the  Company’s  books.  Thus: 


Contract  Prices  of  CV-240  Equipment  Compared  with 
Estimated  Present  Market  Value 


(000) 

Continental’s 

Estimated 

Contract 

Market 

Excess  Market 

Price 

Value 

Value  Over 

(Each  Aircraft) 

(Each  Aircraft) 

Contract  Price 

Aircraft  (base)  . 

....  $  264 

$  360 

$  96 

Escalation  . 

20 

27 

7 

Radio  &  Misc.  Equip . 

8 

8 

i  0 

Total — each  plane  .. 

....  $  292 

$  395 

$103 

Total — 5  planes  . 

$1,460 

$1,975 

$515 

B.  Valuation  Based  on  Operating  Results 


Tables  B  to  F  inclusive  attached  present  a  historical 
record  of  gross  operating  revenue,  gross  operating  revenue 
less  mail  pay,  net  operating  profit,  pre-tax  income,  net 
income  after  taxes,  and  net  income  after  taxes  adjusted 
for  a  38%  tax  rate. 

The  table  on  the  following  page  presents  a  summary  of 
certain  of  the  data  appearing  in  Tables  B  to  F  inclusive : 


Operating  Results 


Percentage  Contribution  by  Each  Company  to  the 
Consolidated  Operating  Results 


From 

Table  Continental  Mid-Continent 

B.  Gross  Operating  Revenues: 

5  Year  average .  49.4%  50.6% 

10  Year  average .  47.7  52.3 

1947  (11  mos.) .  44.2  55.8 


Basis  for 
Exchange1 


1.38  shares 
1.28 
1.12 


Average .  1.25 

l  Represents  number  of  shares  of  merged  company  to  be  offered  in  exchange  for 
each  share  of  Continental  now  outstanding  assuming  Mid-Continent  stockholders  receive 
one  share  of  stock  of  the  merged  company  for  each  of  the  3S3, 398.6  shares  of  Mid¬ 
continent  stock  now  outstanding.  ' 
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From 

Basis  for 

Table 

Continental 

Mid-Continent 

Exchange1 

B.  Gross  Ope  rating  Rev.  ( Ex. 

mail ) : 

5  Year  average . 

50.5 

49.5 

1.44 

10  Year  average . 

49.2 

50.8 

1.37 

1947  (11  mos.) . 

40.6 

59.4 

.96 

Average . 

1.26 

C.  Net  Operating  Income: 

5  Year  average . 

36.9 

63.1 

.82 

10  Year  average . 

44.8 

55.2 

1.15 

1947  (11  mos.) . 

43.7 

56.3 

1.09 

Average . 

1.02 

D.  Net  Income  Before  Taxes: 

5  Year  average . 

59.8 

40.2 

2.10 

10  Year  average . 

69.3 

30.7 

3.18 

1947  (11  mos.) . 

58.7 

41.3 

2.00 

Average . 

2.43 

E.  Net  Income  After  Taxes: 

5  Year  average . 

59.5 

40.5 

2.07 

10  Year  average . 

76.4 

23.6 

4.58 

1947  (11  mos.) . 

59.7 

40.3 

2.08 

Average . 

2.91 

F.  Net  Inc.  After  Taxes  (Adj. 

38%  rate): 

5  Year  average . 

58.9 

41.1 

2.02 

10  Year  average . 

72.3 

27.7 

3.66 

1947  (11  mos.) . 

59.6 

40.4 

2.08 

Average . 

2.59 

Grand  Average . 

1.91  shares 

C.  Other  Factors 

Table  G  attached  summarizes  certain  data  compiled  by 
Mr.  Joseph  A.  Uhl,  Secretary  of  Continental  Air  Lines. 
This  data  is  presented  to  aid  in  weighing  certain  values 
inherent  in  the  franchises  of  each  Company  and  is  divided 
into  three  general  classifications:  quantitative,  qualitative 
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and  growth  factors.  The  quantitative  factors  give  con¬ 
sideration  to  the  route  population,  total  retail  sales  in  the 
route  cities  and  the  ton  miles  flown  over  each  route  during 
a  period  in  1947.  The  qualitative  factors  compare  the 
respective  routes  of  each  Company  on  a  basis  of  population 
per  city,  population  per  route  mile,  retail  sales  per  capita 
and  ton  miles  flown  per  capita.  The  growth  factors  give 
consideration  to  population  and  retail  sales  increases  in 
the  cities  served  by  each  route  since  the  pre-war  period. 
The  following  table  summarizes  the  data  presented  in  Table 
G.  The  table  is  on  an  index  basis  assuming  the  figures  for 
Continental  equal  100. 

Basis  for 

Continental  Mid-Continent  Exchange1 


Quantitative  Factors  .  100  166  .85  share 

Qualitative  Factors  .  100  127  1.1|5 

Growth  Factors  .  100  72  1.95 

Average  .  100  122  1.32 


i  Represents  number  of  shares  of  merged  company  to  be  offered  in  exchange  for 
each  share  of  Continental  stock  now  outstanding  assuming  Mid-Continent  stockholders 
receive  one  share  of  stock  of  the  merged  company  for  each  of  the  383,398.6  shares  of 
Mid-Continent  now  outstanding. 

D.  Market  History 

The  following  table  lists  the  historical  market  price 
ranges  of  the  stocks  of  the  two  companies  and  also  presepts 
the  earnings  per  share.  The  table  indicates  that  historically 
Continental  has  in  general  sold  at  higher  prices  both  at  the 
yearly  top  and  bottom  ranges  than  has  Mid-Continent.  It 
is  also  noted  that  as  of  January  5,  1948  the  stocks  of  each 
Company  were  selling  at  the  same  price. 

Dividend  yield  has  not  been  an  important  factor  in  deter¬ 
mining  price.  Mid-Continent  has  paid  no  dividends ;  Con¬ 
tinental  paid  15£  per  share  in  each  of  the  years  1944-1946 
inclusive. 
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Market  Price  Ranges 


High 

—-Conti 

Low 

nental - 

Avg. 

\ 

Earned 

Per  Sh. 

/  " 

High 

-Mid-Co 

Low 

ntinent - 

Avg. 

Earned 
Per  Sh. 

1941  . 

$  4% 

$  2% 

$  4 

$(-14) 

$  5% 

$  1% 

$  3% 

$(.41) 

1942  . 

4 

1% 

3 

oo 

•uu 

3% 

iys 

2y* 

b-» 

CO 

1943  . 

9 

4 

6% 

1.11 

6% 

2% 

4% 

.44 

1944  . 

11% 

10 

.77 

8 

4% 

6% 

.36 

1945  . 

29  Vi 

ioy2 

20 

1.26 

21% 

3  Vi 

14% 

.44 

1946  . 

25% 

7% 

16% 

1.15 

20% 

6% 

13% 

.69 

1947  . 

10% 

5% 

8% 

.45(a) 

8 

5% 

6% 

.21(a) 

Jan.  5,  ’48.. 

5%  bid. 

(a) 

5%  bid 

Eleven  months  ended  11/30/47. 

• 

E.  Summary 

Summarizing  the  various  factors  considered  we  find  that 
the  following  bases  for  exchange  are  indicated: 


Bases  of  Evaluation  Exchange  Bases1 

Assets  .  1.33  shares 

Operations  .  1.91 

Franchise  value  .  1.32 

Average  .  1.52  shares 


1  Represents  number  of  shares  of  merged  company  to  be  offered  in  exchange 
for  each  share  of  Continental  now  outstanding  assuming  Mid-Continent  stock¬ 
holders  receive  one  share  of  stock  of  the  merged  company  for  each  of  the 
shares  of  Mid-Continent  stock  now  outstanding. 

Without  weighing  the  importance  assigned  to  the  vari¬ 
ous  classes  of  factors  considered  herein,  or  to  the  compo¬ 
nent  elements  of  individual  factors  of  each  class,  it  appears 
that  a  fair  basis  of  exchange  would  be  for  Continental  stock¬ 
holders  to  receive  lYo  shares  of  the  new  company  for  each 
share  exchanged  and  for  Mid-Continent  stockholders  to 
exchange  their  stock  for  stock  in  the  new  company  on  a  share 
for  share  basis. 


jhp 


Kendrick  R.  Wilson,  Jr. 
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Excerpts  from  the  Corporate  Minutes  of  the  Meetings 
of  the  Board  of  Directors  of  Continental  Air  Lines, 
Inc.  : 

Annual  Meeting — March  15, 1948 

“Mr.  Ehrman*  reported  on  his  discussions  with  Mr. 
G.  T.  Baker,  President  of  National  Airlines,  Inc.,  regarding 
a  possible  merger  of  National  Airlines,  Mid-Continent  Air¬ 
lines,  and  Continental  Air  Lines,  and  further  discussion  took 
place.” 

j 

Special  Meeting — April  21st,  1948 

“Resolved,  That  the  President  of  this  corporation  be, 
and  he  is  hereby,  authorized  to  enter  into  and  execute  by 
and  on  behalf  of  this  corporation  an  Underwriting  Agree¬ 
ment  with  Lehman  Brothers  for  the  sale  and  issuance  to 
Lehman  Brothers  of  37,500  shares  of  its  authorized  but 
unissued  $1.25  par  value  common  stock  at  a  discount  of  ten 
per  cent  under  the  price  at  which  the  stock  would  be  initially 
offered  to  the  public,  such  initial  public  offering  price  to  be 
mutually  agreed  upon  by  Lehman  Brothers  and  the  Com¬ 
pany  and  to  be  at  a  price  not  less  than  fifty  cents  per  share 
below  bid  price  nor  more  than  an  ask  price  in  the  over-the- 
counter  market.  Said  Underwriting  Agreement  to  contain 
such  other  terms  and  conditions  as  may  be  mutually  agreed 
upon  by  the  President  of  this  corporation  and  Lehman 
Brothers. 

I 

“Be  it  Further  Resolved,  That  this  corporation,  sub¬ 
ject  to  the  effective  date  of  letter  of  notification  to  be  filed 
with  the  Securities  &  Exchange  Commission  pursuant  to 
Rule  222,  of  Regulation  A  of  the  General  Rules  and  Regu¬ 
lations  of  the  Securities  Act  of  1933,  sell  and  issue  to  Leh¬ 
man  Brothers  37,500  shares  of  its  authorized  but  unissued 
common  stock  of  the  par  value  of  $1.25  per  share  at  the 

*  Mr.  Ehrman  was  elected  to  the  Board  of  Directors  of  Continental  Air 
Lines,  Inc.  June  19,  1947. 
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price  and  upon  the  terms  and  subject  to  the  conditions  set 
forth  in  said  Underwriting  Agreement,  said  stock  to  be 
issued  and  delivered  at  New  York  City,  New  York,  upon  the 
payment  of  the  purchase  price  thereof  by  certified  or  bank 
cashier’s  check,  and  the  Transfer  Agent  and  Registrar  of 
this  corporation  are  authorized  and  directed  to  transfer, 
countersign  or  register  certificates  bearing  the  original  or 
facsimile  signatures  of  designated  officers  of  this  corpora¬ 
tion,  and  said  Transfer  Agent  and  Registrar  are  respec¬ 
tively  authorized  to  take  any  and  all  action  proper  in  the 
premises  to  transfer,  countersign  and  register  said  stock 
upon  the  books  of  the  corporation. 
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(From  the  files  of  Lehman  Brothers.  Letter  from 
Lehman  Brothers  to  Continental  Can  Company,  Inc.) 


Board  of  Directors, 

Continental  Can  Company,  Inc., 
New  York,  N.  Y. 


September  20,  1937. 


(Attention:  Mr.  Oscar  C.  Huffman,  President) 

Dear  Sirs :  We  are  writing  to  you  relative  to  the  conver¬ 
sation  which  Mr.  Hancock  had  with  Mr.  Huffman  on  Sep¬ 
tember  10. 

The  minor  position  offered  to  us  in  the  presently  con¬ 
templated  financing  of  the  Continental  Can  Company  makes 
acceptance  by  us  impossible.  As  this  may  represent  an  end 
to  a  period  of  long  association  with,  and  sponsorship  of, 
your  Corporation  by  our  firm,  it  is  a  matter  of  deep  regret 
to  us.  However,  we  believe  that  the  action  which  we  feel 
has  been  forced  upon  us  should  be  also  a  matter  of  substan¬ 
tial  concern  to  your  Corporation,  to  your  Directors,  and  to 
your  stockholders. 
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Our  decision  has  been  reached  after  a  careful  review  of 
the  history  of  our  past  interest  in  your  business,  our  sense 
of  responsibility  not  only  to  you  but  to  a  great  many  stock¬ 
holders,  and  our  public  sponsorship  of  your  Company  dur¬ 
ing  years  of  close  association.  i 

Because  of  the  seriousness  of  our  concern,  we  are  writ¬ 
ing  you  at  some  length,  and  we  request  that  this  letter  be 
read  to  your  Directors  during  the  course  of  their  next 
meeting. 

The  association  between  the  Continental  Can  Company 
and  Lehman  Brothers  has  existed  for  more  than  a  quarter  of 
a  century.  I 

In  1912  we  shared  equally  in  the  leadership  of  the  offer¬ 
ing  of  55,000  shares  of  Preferred  stock  of  the  Continental 
Can  Company — the  initial  introduction  of  your  securities 
to  the  investing  public.  j 

Since  that  time  we  have  been  associated  with  six  sep¬ 
arate  pieces  of  financing  for  the  Continental  Can  Company. 
In  1917,  20,000  shares  of  Common  stock  were  underwritten. 
In  1923,  20,000  shares  of  Preferred  stock  were  underwrit¬ 
ten.  In  1924,  an  offering  of  66,313  Common  shares  was 
underwritten;  6S,2621/o  Common  shares  in  1928,  152,917 
Common  shares  in  1929,  and  177,679  Common  shares  in 
1936,  were  offered  and  underwritten. 

In  all  of  these  individual  instances  of  financing,  our  posi¬ 
tion  was  that  of  equality  as  to  financial  commitment  except 
for  a  difference  of  one-tenth  of  one  percent  in  the  1936  issue. 

During  these  past  twenty-five  years,  we  have  been  equal 
sponsors  and  equal  factors  in  the  distribution  of  75,000 
shares  of  Preferred  stock  and  approximately  500,000 
shares  of  Common  stock,  aggregating  in  value  more  tlian 
$39,000,000  at  the  offering  dates. 

Within  the  period  covered  by  our  equal  participation 
in  the  sponsorship  of  the  securities  of  your  Corporation, 
the  number  of  stockholders  has  grown  from  a  mere  handful 
to  thousands.  The  earnings  and  increase  of  assets  due  to 
excellent  management  have  converted  a  comparatively 
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small-sized  business  into  one  of  the  great  industrial  institu¬ 
tions  of  the  country. 

Philip  Lehman  and  later  Arthur  Lehman  served  actively 
as  Directors  of  your  Company  for  a  great  many  years.  In 
the  IS  months  that  have  elapsed  since  Arthur  Lehman’s 
untimely  death  our  firm  has  not  been  represented  upon  your 
Board.  This  lack  of  representation,  as  you  know,  was  not 
of  our  choosing.  It  did  not  represent  any  change  in  the 
public  responsibility  we  had  assumed  towards  the  share¬ 
holders  of  the  business. 

Over  a  period  of  twenty-five  years,  our  association  with 
the  Company  as  principal  bankers  and  our  identification  in 
the  public  mind  as  financial  sponsors  of  your  Company,  gave 
us  reason  to  believe  that  you  recognized  that  equal  relation¬ 
ship  and  responsibility.  Our  association  was  a  matter  of 
simple  fact. 

"We  make  no  claim  to  any  substantial  contribution  to  the 
management  that  has  built  the  Continental  Can  Company 
into  its  present  size  and  effectiveness ;  that  is  not  the  func¬ 
tion  of  bankers.  But  we  do  believe  that  our  sponsorship  of 
your  Corporation  has  been  an  important  factor  both  in  pro¬ 
viding  capital  upon  a  proper  basis  for  the  Company’s 
requirements  and  growth,  and  also  in  the  distribution  of 
its  securities  and  the  creation  of  increasing  confidence  on 
the  part  of  the  investing  public. 

This  service,  those  years  of  banking  association,  the 
value  of  our  sponsorship,  have  been  disregarded  without 
provocation  on  our  part,  or  prior  warning  to  us.  In  place 
of  the  long-established  relationship  as  principal  bankers  we 
have  been  asked  to  accept  a  definitely  subordinate  position. 
Our  sense  of  responsibility  as  well  as  our  sense  of  dignity 
and  of  service  rendered  make  acceptance  impossible.  We 
deeply  regret  the  necessity  of  this  decision,  but  if  the  sug¬ 
gestion  made  to  us  stands  we  have  no  alternative  but  to  ter¬ 
minate  our  sponsorship  of  the  securities  of  your  Corpora¬ 
tion. 


Very  truly  yours, 
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August  20,  1937. 


(Handwritten:)  Cross  Ref.  made  for  Statistics. 

Messrs.  Cluett,  Peabody  &  Co., 

10  East  40th  Street,  New  York  City. 

Attention  Mr.  C.  R.  Palmer. 


as  a 


Gentlemen:  With  great  regret  I  hereby  resign 
Director  of  Cluett,  Peabody  &  Company.  After  careful  con¬ 
sideration  of  all  the  facts  before  me  and  in  the  light  of 
Mr.  Palmer’s  letter  I  see  no  choice  but  to  take  this  action, 
recognizing  that  there  may  be  matters  unknown  by  me  but 
known  to  your  officers  that  explain  your  action.  ; 

(Handwritten:)  Not  Sent  to  File. 

After  such  long  service  on  your  board  on  the  part  of 
myself  and  Mr.  Lehman,  there  cannot  longer  be  any  obliga¬ 
tion  on  our  part  toward  the  stockholders  who  bought  the 
stock  from  us  at  the  time  of  the  original  underwriting. 
Though  feeling  free  of  any  obligation  I  have  delayed 
resigning  so  that  the  underwriting  should  be  completed  and 
I  would  be  free  of  any  possible  charge  of  harming  the  com¬ 
pany.  My  firm  did  not  take  any  interest  in  the  underwriting 
as  it  was  desirous  of  making  it  clear  that  a  possible  profit 
does  not  affect  our  view  of  the  principles  involved  in  this 
case. 

I  think  it  will  be  admitted  that  mv  being  on  the  Board 
was  primarily  for  the  advice  of  myself  and  my  firm  on 
financing  problems.  In  this  recent  matter  my  advice  was 
not  asked  for  in  advance  of  your  decision  and  in  connection 
with  that  decision  two  of  your  principal  officers  believed 
inaccurate  and  incomplete  statements  about  my  firm  and 
did  not  feel  under  any  obligation  to  discuss  these  statements 
with  me  before  accepting  them  as  facts.  I  would  condemn 
such  procedure  on  the  part  of  a  corporation  or  its  manage¬ 
ment  even  if  I  were  not  involved  in  their  acts. 


502 


Public  Counsel  Exhibit  160 . 

I  ask  that  this  letter  be  incorporated  in  the  minutes  of 
the  meeting  of  the  Board  of  Directors  when  it  is  presented 
to  the  Board. 


Sincerely, 


JHM-MG 


John  M.  Hancock. 
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(From  the  files  of  Lehman  Brothers.  Letter 
from  Robert  Lehman  to  National  Dairv 
Products  Corporation) 

February  18,  1936. 

Mr.  Thomas  H.  McIxnerxey, 

President,  National  Dairy  Products  Corporation, 

120  Broadway,  New  York,  N.  Y. 

My  Dear  Mr.  Mclnnerney : — I  herewith  tender  my  resig¬ 
nation  as  a  director  of  National  Dairy  Products  Corpora¬ 
tion,  for  acceptance  by  the  Board  of  Directors.  I  should 
appreciate  it  if  you  would  have  this  letter  read  to  the  Board 
as  a  statement  of  the  reasons  for  my  action. 

The  firm  Lehman  Brothers  was  one  of  the  three  original 
bankers  for  your  Corporation  and  responsible  for  its 
organization  in  1924.  For  several  years  past,  my  firm, 
together  with  Goldman  Sachs  &  Co.,  have  been  the  two 
sole  investment  bankers  for  your  Corporation.  While 
Goldman  Sachs  &  Co.  have  handled  the  details  in  their  office, 
the  two  firms  have  dealt  with  your  Corporation  and  all  con¬ 
tracts  with  your  Corporation  have  been  executed  by 
both  of  our  firms,  each  assuming  direct  liability  to  your 
Corporation. 

On  a  number  of  occasions  in  1935,  Goldman  Sachs  &  Co. 
advised  my  firm  of  the  contemplated  financing  by  your 
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Corporation.  We  had  conferences  with  them  and  collabo¬ 
rated  with  them  in  working  out  a  proposed  plan  of  financ¬ 
ing.  We  did  not  communicate  directly  with  you  but  they 
advised  us  that  they  were  negotiating  with  you  in  the 
matter  in  behalf  both  of  themselves  and  ourselves. 

About  January  9,  1936,  Goldman  Sachs  &  Co.  advised 
us  that  they  had  arranged  with  National  Dairy  Products 
Corporation  that  they  should  receive  an  overwriting  fee 
of  %%  (about  $240,000)  upon  the  proposed  financing, 
and  that  we  would  receive  no  share  in  such  overwriting 
fee  but  that  we  would  be  permitted  to  participate  in  the 
underwriting  upon  identically  the  same  basis  as  other 
investment  bankers  would  be  offered  participations  (except 
that  our  name  would  appear  with  theirs  on  the  top  line 
of  any  prospectus  and  that  we  would  be  joint  syndicate 
managers  with  them).  We  protested  to  them  that  this 
proposal  not  only  was  a  clear  violation  of  a  written  agree¬ 
ment  dated  January  5, 1926,  which  existed  between  Goldtnan 
Sachs  &  Co.  and  ourselves,  but  wholly  apart  from  that  was 
an  unwarranted  attempt  to  deprive  us  of  the  position  -which 
we  had  had  over  many  years  as  one  of  the  two  bankers  of 
the  Corporation  on  a  parity  with  Goldman  Sachs  &  Co, 

The  agreement  provided  generally  for  equal  participa¬ 
tion  but  there  was  an  exception  as  to  National  Dair}%  in 
which  case  my  firm  was  entitled  to  an  interest  smaller  in 
amount  than  Goldman  Sachs  &  Co.’s  interest  but  on  the 
identical  basis.  In  discussing  the  agreement  with  Mr. 
Weinberg  on  September  13,  1935,  Mr.  Hancock  was  told 
that  “the  interests  will  be  equal”  in  any  National  Dairy 
financing,  (though  it  must  be  pointed  out  that  this  discus¬ 
sion  was  not  embodied  in  a  modification  of  the  agreement, 
as  a  general  modification  was  under  discussion. 

We  believe  that  your  Corporation  will  not  wish  to  take 
the  position  that  the  sole  question  involved  is  a  dispute 
between  Goldman  Sachs  &  Co.  and  ourselves  and  a  viola¬ 
tion  by  them  of  their  agreement  with  us,  to  which  National 
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Dairy  Products  Corporation  is  not  a  party.  This  would 
not  seem  to  be  a  sound  position  for  even  if  there  had  been 
no  agreement  between  the  banking  firms,  National  Dairy 
will  rightly  desire  to  treat  its  bankers  fairly  but  it  is  taking 
sides  in  the  dispute  between  Goldman  Sachs  &  Co.  and  our¬ 
selves  by  deciding  to  deal  with  Goldman  Sachs  &  Co.  as 
its  bankers  and  to  the  exclusion  of  my  firm  and  instead  of, 
as  in  the  past,  with  Goldman  Sachs  &  Co.  and  ourselves 
jointly  as  its  two  bankers.  This  does  not  mean  that  we 
have  insisted  that  the  overwriting  fee  must  be  divided 
equally  between  the  two  firms;  the  question  as  to  what  is 
a  fair  division  of  the  fee  is  a  matter  for  consideration  by 
all  three  parties  involved.  We  have,  however,  insisted  that, 
as  one  of  the  two  bankers  of  your  Corporation,  we  are  as 
a  matter  of  principle  entitled  to  some  share  in  the  over¬ 
writing  fee. 

I  cannot  agree  with  you  that  this  matter  has  gone  so 
far  that  it  cannot  be  and  should  not  be  reopened,  but  if 
that  is  the  position  of  your  company,  I  am  forced  to  the 
conclusion  that  National  Dairy  Products  Corporation  has, 
by  its  action,  terminated  our  relationship  with  it  as  one 
of  its  two  bankers.  This  termination  we  deeply  regret  in 
view  of  our  long  years  of  pleasant  association  with  you  and 
with  the  Corporation. 

Under  these  circumstances,  I  think  that  there  is  no  other 
course  for  me  to  pursue  than  to  tender  my  resignation  as 
a  director  of  the  Corporation. 

With  kindest  personal  regards,  I  am 
Verv  sincerelv  vours, 

v  •  v  7 


(Initialed:)  R.  L. 
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(From  the  files  of  Lehman  Brothers) 

Copy  of  Letter  to  Mr.  Sanford  L.  Cluett,  Troy,  New  York 

Williamstown,  Mass., 
May  13,  1937. 

Dear  Sanford:  I  hesitated  for  some  time  the  other  day 
before  calling  you  on  the  telephone  regarding  the  proposed 
new  financing  and  I  did  so  finally  only  because  Mr.  John 
Hancock  of  Lehman  Brothers  had  urged  me  to  do  so.  Since 
my  retirement  from  business  some  ten  years  ago,  I  have 
endeavored  scrupulously  to  avoid  offering  advice  or  mak¬ 
ing  suggestions  to  those  who  are  now  directing  the  affairs 
of  the  company.  In  this  particular  instance,  I  thought  best 
to  call  you,  as  it  often  happens  that  the  active  directors  of 
a  company  are  not  familiar  with  arrangements  or  commit¬ 
ments  entered  into  by  their  predecessors. 

At  the  time  the  present  company  was  organized  through 
the  joint  efforts  of  Lehman  Brothers  and  Goldman,  Sachs 
and  Co.,  a  representative  of  each  banking  firm  was  elected 
to  the  board.  It  was  clearly  understood  at  the  time  that 
each  firm  would  have  a  voice  in  the  financial  affairs  of  the 
company  and  that  any  new  financing  that  the  company  might 
be  called  upon  to  do  in  the  future  would  be  handled  by  both 
firms. 

Shortly  after  the  Armistice,  when  our  company  was 
carrying  huge  inventories  and  owing  something  over  eleven 
million  dollars,  it  was  necessary  to  get  our  bankers  to  inter¬ 
cede  in  our  behalf  with  certain  New  York  banks.  Mr.  Gil¬ 
lespie  and  I  spent  a  great  deal  of  time  in  New  York 
endeavoring  to  establish  new’  lines  of  credit  and  we  were 
turned  dowm  by  almost  every  bank  w’e  appealed  to.  One 
bank,  the  Hanover,  more  than  met  our  request  and  several 
others  came  to  the  rescue  only  after  appeals  from  Mr. 
Catching  and  Mr.  Philip  Lehman.  The  latter  put  up  a  great 
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fight  for  us  and  finally  secured  the  funds  that  we  required. 
At  another  time,  Mr.  Lehman  bought  outright  ten  thousand 
shares  of  our  unissued  preferred  stock  in  order  to  provide 
the  company  with  needed  funds.  At  another  time,  when 
Mr.  Peabody  sold  a  large  block  of  his  stock  to  Lehman 
Brothers,  Mr.  Lehman  voluntarily  turned  over  to  those  of 
us  who  were  in  a  trading  agreement  with  him  one  half  the 
profit  made  through  the  sale  of  his  stock.  There  are  many 
other  instances  that  I  could  enumerate  showing  the  fine 
service  we  have  had  from  Lehman  Brothers  in  the  past,  but 
I  cannot  see  that  anything  would  be  gained  by  it  at  this 
time. 

My  only  concern  is  over  the  fact  that  our  company  is 
starting  out  on  new  and  untried  paths  with  little  if  any 
regard  for  old  commitments.  The  company  has  had  a 
wonderful  record  for  fair  and  honorable  dealing  over  a  long 
period  of  years  and  it  is  very  disquieting  to  see  that  record 
tarnished. 


Signed  bv:  G.  A.  Cluett. 


Mr.  Sanford  Cluett, 
Troy,  New  York. 


GAC  :DD 
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(Stamp) 
File  Cbpy 

May  20th  1926 

Me.  Maurice  Karker, 

Jewel  Tea  Co., 

Chicago,  Ill. 

PERSONAL  I 

My  dear  Maurice : — 

I  have  been  watching  with  very  keen  interest  the  various 
statements  as  they  come  in  from  week  to  week  of  the  Jewel 
Tea  Company  and  am  gratified  to  note  that  notwithstanding 
the  slowing  up  of  business  which  is  reported  from  so  many 
sections  of  the  country,  our  activities  are  being  maintained 
on  a  satisfactory  basis.  1  want  to  take  the  opportunity  of 
congratulating  you  and  the  other  executives  of  the  company 
for  the  showing  that  is  being  made.  j 

There  is  another  matter  about  which  I  wanted  to  say  a 
word.  In  the  office  of  Lehman  Brothers  the  relations 
between  the  various  partners  is  so  close  that  even  letters  of 
a  more  or  less  personal  nature  when  they  refer  to  the  various 
business  enterprises  in  which  we  are  interested  are  seen  by 
others  beyond  the  one  to  whom  they  are  addressed.  In  this 
way  I  happened  to  read  one  of  your  recent  letters  to  John 
in  which  you  apparently  answered  a  communication  from 
him  in  regard  to  the  anticipated  division  under  the  profit 
sharing  plan.  1  feel  that  the  stand  which  you  have  taken 
is  greatly  to  your  credit  and  that  the  unselfish  attitude  which 
you  have  assumed  cannot  help  but  further  maintain  the 
spirit  of  loyalty  which  was  developed  under  John’s  adminis¬ 
tration  and  which,  as  far  as  I  can  see,  has  fully  continued 
under  yours.  I  have  always  been  a  great  believer  in  the 
economic  value  of  a  spirit  of  loyalty  and  when  the  loyalty 
is,  as  it  must  be  in  the  case  of  Jewel  Tea  Company,  pot 
only  to  the  corporation  itself  but  to  the  man  at  its  head, 

Source:  Plaintiff's  Exhibit  No.  1170-B  for  Identification — Deposition  of 
Monroe  C.  Gutman — April  14,  1949.  United  States  v.  Morgan  et  al. 
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it  means  very  much  in  the  ultimate  results.  While  I  am 
quite  sure  you  had  not  expected  to  receive  any  comment 
from  anyone  else  here  other  than  John  in  regard  to  the 
position  which  you  have  taken  I  am  sure  you  will  not  take 
amiss  my  making  a  passing  reference  to  it. 

John  has  spoken  to  me  about  the  Convention  next 
month.  I  am  going  to  do  my  best  to  come  out  but  if  Mr. 
Allan  Lehman  does  not  get  back  we  are  going  to  be  very 
shorthanded  with  Mr.  Philip,  Mr.  Herbert  and  Mr.  Allan 
Lehman  in  Europe  and  John  out  West.  This  would  make 
it  almost  impossible  for  me  to  be  away  for  any  length  of 
time.  Still,  we’ll  see  how  things  break. 

With  kind  regards,  I  am 

Yours, 

AL  :MF 
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July  9th,  1932. 

Memorandum  to  Mr.  Paul  M.  Mazur  : 

Re:  Policy  for  the  Industrial  Department 

Conclusion  : 

Lehman  Brothers  is  faced  with  the  problem  of  slowly 
being  eliminated  from  companies  with  whose  financing  they 
have  been  identified.  In  addition,  there  is  an  urgent  need 
to  build  up  sources  of  recurring  income  and  of  developing 
opportunities  for  new  financing.  In  the  industrial  Depart¬ 
ment  we  have  the  means  of  solving  these  problems. 

The  policy  of  the  Industrial  Department  should  be 
directed  toward  the  following  activities. 

1.  Maintenance  of  close  contact  and  cordial  relationship 
with  our  companies. 

A — Make  operating  suggestions. 
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B — Suggest  to  the  firm  opportunities  for  profit  either 
from  investments  in  securities  of  our  companies  or 
management  fees.  j 

C — Possibilities  of  advantageous  mergers. 

D — Keep  our  directors  informed  on  the  affairs  of  their 
companies. 

2.  Revive  contacts  with  companies  whose  financing  we 
have  done  but  with  whom  we  no  longer  are  in  close  touch. 

3.  Generate  and  investigate  new  business. 

j 

4.  Actively  enter  the  industrial  management  field,  thus 
affording  a  source  of  continuing  revenue. 

A — Our  own  companies. 

B — Other  companies. 

Operation  in  this  field  is  hampered  by  the  fact  that 
the  firm  is  unwilling  to  make  new  investments,  and 
that  the  continuance  of  the  depression  would 
nullify  any  beneficial  effects  of  our  management 
policies. 

Generl  Policies: 

The  efforts  of  the  Industrial  Department  should  be 
directed  primarily  toward  regaining  close  contact  and 
maintaining  cordial  relationship  with  the  numerous  com¬ 
panies  whose  financing  we  have  done  but  with  whom  we 
now  have  onlv  a  casual  association. 

We  have  agreed  that  it  would  be  most  advantageous  for 
Lehman  Brothers  to  establish  a  reputation  in  the  Industrial 
management  field  such  as  Stone  &  Webster  and  H.  M. 
Byllesby  &  Co.  now  enjoy  in  public  utility,  engineering  and 
management  fields.  Success  along  these  lines  would  mean 
large  banking  profits  from  stock  options  and  investments, 
a  recurring  source  of  income  from  management  fees  and 
opportunities  for  public  financing. 

Our  first  step  in  entering  the  investment  management 
field  should  be  to  revive  and  foster  our  contacts  with  our 
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own  companies.  In  so  doing  we  not  only  afford  ourselves 
with  a  potential  source  of  management  fees  but  accomplish 
the  more  important  objective  of  reestablishing  a  relation¬ 
ship  which  has  proven  profitable  in  the  past.  Even  if  we 
should  never  receive  an  actual  management  fee,  such  a  pro¬ 
cedure  would  mean  that  Lehman  Brothers  would  be  in  a 
position  to  receive  sufficient  confidential  information  to 
enable  us  to  profit  by  investing  in  their  securities.  As  the 
situation  now  stands,  outsiders  know  of  developments  in 
the  affairs  of  our  companies  before  we  know  of  them  our¬ 
selves. 

Our  loss  of  contact  with  many  of  our  companies  is  due 
mainly  to  the  fact  that  our  directors  do  not  actively  direct, 
are  not  conversant  with  the  problems  of  their  companies 
and  consequently  do  not  give  the  Industrial  Department  an 
opportunity  to  make  operating  suggestions.  This  could  be 
rectified  by  giving  a  member  of  the  Industrial  Department 
the  proper  entree  to  the  officers  of  the  company  and  seeing 
that  he  receives  sufficient  information  to  keep  well  versed 
in  the  company’s  affairs.  If  it  could  be  arranged  it  would 
be  advantageous  to  allow  a  member  of  the  Department  to 
attend  directors  meetings  when  our  director  is  unable  to 
attend.  In  other  cases  the  director  is  so  close  to  his  com¬ 
panies  and  takes  such  an  active  interest  that  he  does  not 
bother  to  make  contacts  for  the  Industrial  Department. 
We  are  no  longer  considered  as  factors  by  the  management 
of  most  of  these  companies  and  consequently  they  would 
probably  resent  interference  at  this  late  date.  However, 
this  could  be  partly  overcome  if  we  establish  a  reputation 
as  industrialists  through  our  industrial  management  activ¬ 
ities  and  also  if  members  of  the  Department  could  obtain 
sufficient  information  from  the  companies  to  enable  us  to 
make  occasional  helpful  suggestions. 

Companies  which  fall  in  the  above  category  include 
many  of  our  larger  and  more  successful  businesses  such  as 
Woolworth,  Continental  Can,  Studebaker,  National  Dairy, 
General  Cigar,  Lehn  &  Fink,  and  May  Department  Stores. 
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In  making  management  contracts  with  our  companies 
the  question  will  arise  as  to  the  justification  of  charging 
management  fees.  In  cases  where  we  do  a  considerable 
amount  of  work  for  a  company  either  through  giving 
advice  on  operations  or  through  building  up  their  organiza¬ 
tion,  we  are  entitled  to  receive  a  fee  for  our  services.  The 
ideal  situation  would  be  to  have  a  definite  policy  of  charg¬ 
ing  a  fee  to  all  of  our  companies  for  such  service,  but  as 
it  is  not  a  general  practice  for  bankers  to  charge  such  a 
fee  it  would  seem  more  advisable  for  the  time  being  at 
least  to  take  each  case  individually.  It  is  my  opinion  that 
it  is  the  bankers  obligation  to  give  intermittent  advice  to 
his  companies  without  charge.  Therefore,  we  should  pnly 
charge  fees  in  such  cases  as  we  render  continuing  service 
to  do  a  specific  job. 

The  second  step  in  our  industrial  management  program 
should  be  to  attempt  to  secure  management  contracts  with 
“other”  companies.  One  of  the  difficulties  in  this  pro¬ 
cedure  is  that  most  companies  which  need  management 
also  need  financial  aid  which  at  the  present  time  the  firm 
is  unwilling  to  supply.  The  quickest  way  to  make  money 
from  management  fees  is  undoubtedly  through  trying  to 
secure  new  accounts  for  this  purpose.  Our  own  companies 
with  whom  we  have  close  contact  probably  feel  that  we 
have  failed  in  our  duty  both  as  bankers  and  industrialists 
and  therefore  it  would  be  impossible  to  collect  manage¬ 
ment  fees  from  them  until  after  we  have  proven  that  our 
services  are  worth  compensation.  In  spite  of  this  I  think 
that  the  way  for  Lehman  Brothers  to  build  for  the  future 
is  to  regain  the  ground  lost  in  respect  to  our  own  com¬ 
panies  before  going  in  search  of  new  business.  This  would 
not  necessitate  the  curtailment  of  new  business  activities 
but  merely  place  the  major  emphasis  on  regaining  the  busi¬ 
ness  which  we  have  virtually  lost. 

The  Industrial  Department  is  called  upon  to  investigate 
and  give  opinions  on  nearly  every  prospective  piece  of  new 
business  brought  into  the  office.  The  majority  of  these 
deals  are  not  susceptible  to  public  financing  and  are  of 
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interest  only  from  the  point  of  view  of  investing  private 
capital  or  of  interesting  one  of  our  companies  in  their 
development.  Experience  has  proven  that  it  is  very  sel¬ 
dom  if  ever  that  these  pieces  of  business  are  brought  to  a 
profitable  conclusion.  Therefore,  I  feel  that  considerably 
too  much  time  is  being  spent  in  trying  to  negotiate  on 
these  deals  after  the  logical  sources  of  interest  have  been 
exhausted,  and  it  would  be  far  better  if  this  time  were  spent 
developing  contacts  with  our  companies  which  are  not 
actively  followed. 


FLE  KAH 


Frederick  L.  Ehrman 


Source:  Memorandum  dated  July  9,  1932,  prepared  by  Frederick  L.  Ehrman 
of  Lehman  Brothers.  Sent  to  and  reecived  by  Paul  M.  Mazur  of 
Lehman  Brothers.  From  the  files  of  Lehman  Brothers.  Document 
No.  2733  in  United  States  v.  Morgan  ct  al. 
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April  12,  1934 

Memorandum  to  Mr.  Gutman  : 

I  wish  to  raise  for  consideration  the  question  as  to 
whether  we  should  not  attempt  to  obtain  representation  on 
the  Boards  of  Seaboards  and  Amerada  by  virtue  of  the 
Corporation’s  share  holdings  of  these  companies.  As  the 
Corporation’s  holdings  are  in  each  case  undoubtedly  in 
excess  of  the  holdings  of  some  of  the  directors  of  each  com¬ 
pany,  and  as  our  relations  with  the  managements  of  both 
companies  are  cordial,  election  to  the  Board  of  one  or  both 
might  not  prove  too  difficult.  In  view  of  the  possibilities 
of  merger  in  the  case  of  both  companies  there  might  prove 
to  be  a  profitable  banking  position  if  we  were  in  direct 
touch  at  all  times. 

Dorsey  Richardson 
DR  (Handwritten) 

M 

CC:  Mr.  Hertz 
Mr.  Bunker 

8ource:  Plaintiff’s  Exhibit  No.  1300  for  Identification — Deposition  of 
Monroe  C.  Gutman — April  20,  1949.  United  States  v.  Morgan ,  et  al. 
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September  15,  1934 

Memorandum  to  Mr.  Monroe  C.  Gutman  : 

Re:  Lehman  Directorships 

I  am  attaching  herewith  a  list  of  the  directorships  held 
by  partners  and  employees  of  Lehman  Brothers  as  of 
March  9,  1934.  | 

There  are  certain  directorships  which  we  probably 
would  want  to  hold  in  spite  of  any  general  decision  to  retire 
from  the  boards  of  corporations.  These  include: 

Lehman  Corporation 
General  American  Investors 

and,  of  course,  the  private  corporations  like 

j 

Lebros  Building  Corporation 
Lehman  Brothers  Commodity  Corp. 

Namhel  Corporation 
Southern  States  Land  &  Timber, 

and  the  five  real  estate  corporations, 

Central  Park  Plaza  Corp. 

501  Madison  Avenue 
885  Park  Avenue 
88S  Park  Avenue 
113  East  78th  Street. 

The  second  group  to  be  considered  are  those  companies 
where  we  may  be  so  vitally  interested  for  a  variety  of  rea¬ 
sons  that  it  is  desirable  to  stay  on  the  board  and  incur  the 
liabilities  which  may  be  involved.  These  include : 

Chicago  Motor  Coach  Co. 

Commercial  National  Bank  &  Trust 
Commercial  National  Corp. 

Coty,  Inc. 


I 
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(Handwritten 

notation 

illegible) 


Fifth  Avenue  Bus  Securities  Corp. 
General  Rlty.  &  Utilities  Corp. 
Hahn  Department  Stores 
Interstate  Dept.  Stores 
Jewel  Tea  Co. 

National  Union  Radio 
New  York  Railways 
New  York  Transportation  Co. 
Omnibus  Corp. 

Schenley 

Van  Camp  Milk  Co. 


The  next  group  would  include  those  very  few  companies  (Handwritten 
where  there  is  active  trading  and  where,  it  seems  to  me  to  be  notation: 
reasonably  safe  to  maintain  our  directorship  relations.  WHY)  ^ 
These  companies  are : 
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September  27,  1934 

Memorandum  to  Mr.  Monroe  C.  Gutman  : 

Re:  Lehman  Directorships 

The  values  of  directorships  are  for  the  most  part 
intangible  and  may  be  summarized  under  the  following 
headings :  i 

Prestige — The  association  of  the  name  of  a  banking 
house  with  a  number  of  companies  not  only  is  a  way  of 
presenting  the  name  of  the  house  to  the  public  but  also 
gives  a  connotation  of  influence. 

Information — Some  of  the  information  received  is 
useful  in  evaluating  general  business  conditions.  Specific 
information  regarding  the  affairs  of  an  individual  company 
can  be  used  for  speculative  purposes  on  one’s  own  account, 
help  us  in  a  way  with  the  Investment  Advisory  Service  and 
at  some  time  may  even  be  valuable  for  a  possible  fee 
received  from  the  Lehman  Corporation. 

Contribution  to  Company — Occasionally  our  advice  to  a 
company  may  be  of  assistance  to  the  management  either  in 
its  operating  problems  or  more  particularly  in  its  financial 
problems.  This  contribution  to  the  company  may  prove  of 
value  to  us  in  case  we  are  stockholders  well  as  directors,  and 
also  might  enhance  the  prestige  of  the  firm  through  being 
connected  with  successful  companies. 

Contacts — Probably  the  greatest  benefit  to  be  derived 
from  sitting  on  a  board  of  directors  are  the  contacts  made, 
which  might  be  the  source  of  new  business  of  whatever 
nature  we  are  interested  in.  The  value  of  these  contacts  is 
an  immeasurable  quantity. 
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Fees — In  most  cases  where  any  fee  is  receivd,  it  is  a 
small  sum.  In  a  few  instances  we  receive  fees  which  amount 
to  a  substantial  sum. 

Disadvantages 

Loss  of  Time — In  a  number  of  situations  if  any  of  the 
above  advantages  can  be  realized.  The  attendance  at  meet¬ 
ings  constitutes  a  loss  of  time  which  might  be  profitably 
employed  in  other  connections. 

Resignations — At  this  time  if  we  should  resign,  it  would 
work  a  substantial  hardship  on  a  number  of  companies. 
This  would  be  particularly  true  of  those  companies  whose 
credit  standing  is  not  of  the  best. 

Speculation — Because  of  the  provisions  of  recent 
security  legislation,  there  is  a  definite  restriction  on  one’s 
liberty  to  trade.  So  far  as  I  am  aware,  the  lawyers  are  not 
sufficiently  certain  to  make  it  clear  as  to  how  far  a  firm  may 
go  in  trading  securities  of  those  companies  on  whose  boards 
of  directors  the  firm  is  represented. 

Liability — By  far  the  greatest  disadvantage  of  a  direc¬ 
torship  is  the  possible  liability  for  one’s  acts  as  a  director. 
Granting  the  temper  of  the  time,  it  seems  that  one  has  an 
excellent  chance  of  being  sued  even  though  eventually  held 
not  liable,  if  one  is  a  director  of  a  company  which  is  unsuc¬ 
cessful.  This  possibility  of  suit  is  more  than  a  legal  possi¬ 
bility.  Unless  one  is  willing  to  spend  a  great  deal  of  time, 
a  director  is  very  often  called  upon  to  pass  upon  matters 
with  which  he  is  unacquainted.  Even  where  the  situation  is 
reasonably  known,  it  often  seems  the  part  of  business 
wisdom  to  accept  or  to  compromise  opinions  in  an  objec¬ 
tionable  situation  in  order  to  obtain  some  greater  good. 

In  addition  to  the  ordinary  liability  of  the  directorate,  it 
is  possible  that  this  liability  may  become  compounded  in 
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those  cases  where  we  do  financing  for  a  company  and  are 
also  directors  of  the  company.  It  will  be  remembered  that 
under  the  Securities  Act  as  amended  the  banker  has  certain 


defenses.  As  I  read  the  Act,  I  believe  that  the  director  has 
less  possibility  of  escape.  In  case  of  a  suit  under  the 
Securities  Act,  while  there  may  be  no  legal  ground  for  so 
doing,  it  seems  to  me  that  an  attorney  might  attempt  to 
prove  that  we  had  or  should  have  had  greater  knowledge 
because  of  our  directorship  relationship. 

One  possible  solution  for  avoiding  the  liability  which 
attaches  to  directors  is  to  attempt  to  become  advisors  for 
corporations.  Theoretically  this  would  solve  most  of  the 
problems.  Actually  I  believe  that  most  corporate  officials 
would  object  to  this  procedure  quite  strongly.  Putting  one¬ 
self  in  the  position  of  a  corporation  executive  who  is  also  a 
director,  I  think  one  would  strongly  object  to  a  banker  get¬ 
ting  into  a  less  dangerous  position  than  that  occupied  by 
oneself.  However,  it  mav  be  feasible  in  certain  cases. 

Assuming  that  there  is  no  compromise  situation  which 
may  be  developed,  if  one  is  faced  with  the  stark  alternative 
of  resigning  from  boards,  it  would  seem  to  me  that  a  very 
real  potential  liability  exists  by  our  remaining  on  boards. 
However,  if  we  wish  to  continue  in  business,  I  believe  that 
this  is  one  of  the  business  risks  imposed  upon  us  by  the  New 
Deal  and  that  the  liability  is  one  which  has  to  be  takep  in 
most  cases  if  one  does  not  wish  to  accept  inevitable 
retrogression. 

H.  J.  Szold. 

i 


Source:  Plaintiff’s  Exhibit  No.  1212  for  Identification — Deposition  of  ilonroe 
C.  Gutman — April  15,  1949,  United  States  v.  Morgan  ei  al. 
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(Handwritten  notation) 

W.  J.  Hammerslough 

March  25,  1935. 

I  think  it  may  be  of  interest  to  put  on  paper  my  views  of 
what  Lehman  Brothers  general  policies  should  be  (with  no 
hard  and  fast  rules)  and  what  we  should  be  doing  to  increase 
the  present  and  potential  earning  power  of  the  firm. 

1.  I  believe  we  should  stop  chasing  business  where  we 
know  five  or  six  groups  are  going  to  make  competitive 
bids  and  where  we  know  the  profit  (if  any)  will  be 
small.  Here  all  you  need  to  do  is  make  one  mistake 
and  six  months  work  is  wiped  out.  Besides,  it  takes 
entirely  too  much  time  and  effort  on  the  part  of  the 
partners  and  staff. 

2.  We  should  constantly  be  on  the  look  out  (as  I  believe 
we  are)  for  blocks  of  high  class  merchandise  which 
we  can  market.  Examples — Inland  Steel,  Sherwin 
Williams,  Gypsum  preferred,  etc. 

3.  Through  Monroe  Gutman  and  William  Hammer- 

slough,  the  portfolios  of  Lehman  Brothers  should  be 

kept  in  what  the  firm  considers  the  most  attractive 

securities.  This  needs  daily  and  weekly  supervision 

and  should  not  be  allowed  to  slip.  In  this  connection, 

a  list  of  all  our  holdings  should  be  put  in  Shotwell’s 

hands  so  that  he  can  constantlv  check  Gutman  and 

•/ 

Hammerslough.  This  latter  has  not  been  done  so  far. 

4.  I  think  at  partners 9  lunch  we  might  discuss  Lehman 
Corporation  portfolio  work  and  its  working  with 
Lehman  Brothers  partners. 

5.  Commodities  and  Brokerage :  It  goes  without  saying 
that  we  must  all  try  to  get  as  much  of  above  as  pos¬ 
sible.  Through  Shotwell  we  are  trying  to  build  up 
brokerage  business  with  insurance  companies.  They 
frankly  tell  us  that  while  they  like  advice  on  securi¬ 
ties,  they  give  business  to  people  who  give  or  get 
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them  insurance  business.  However,  this  can  be  bet¬ 
ter  developed.  Should  any  particular  person  be  dele¬ 
gated  to  watch  the  above  business? 

6.  The  mining  division  is  in  a  state  of  being  developed 
and  should  be  continued.  Also  municipal  and  new 
business. 

7.  We  should  try  to  continue  the  development  of  con¬ 
tacts  in  the  street  which  will  bring  to  us  the  chance 
to  participate  in  organization  or  purchase  groups  in 
deals  such  as  United  Biscuit,  Pacific  Gas  and  Elec¬ 
tric,  etc.  I  think  Dorsey  should  watch  this  closely  on 
a  hard-boiled  dollar  and  cent  basis,  so  that  we  can 
see  exactly  where  our  revenue  is  coming  from,  where 
we  have  been  well  treated  and  where  our  treatment 
has  been  shabby,  because  we  shall  have  chances  to 
reciprocate. 

8.  Investment  Advisory  Service:  This  is  and  should 
continue  to  be  developed.  From  here  on  it  seems  to 
me  we  should  be  interested  only  in  accounts  of  rea¬ 
sonable  size  which  can  be  worked  with  fairly  easily. 
Partners  and  staff  should  constantly  be  on  the  watch 
for  good  prospects. 

9.  I  think  we  should  try  to  capitalize  on  the  industrial 
ability  of  Messrs.  Hancock,  Mazur,  Szold  and  staff. 
I  put  this  on  the  table  for  discussion :  the  formation 
of  a  division  to  be  called  the  Industrial  Engineering 
Division  to  be  headed  by  Mazur  and  Hancock,  the 
mechanics  and  working  out  of  detail  to  be  handled 
by  Szold.  I  have  faith  in  the  ability  of  these  men. 
Szold  tells  me  that  the  work  of  McKenzie  and  other 
industrial  engineers  is  rather  mediocre — therefore 
the  competition  is  not  first  class,  giving  us  an  even 
better  chance.  After  forming  the  division  and  its 
general  policies  and  fees,  I  would  slowly  let  it  be 
known  throughout  the  industrial  world  that  we  will, 
if  requested,  take  on  this  kind  of  work.  It  would  also 
embrace  the  type  of  work  done  by  Hancock  at  Schen- 
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ley  and  Kroger,  and  Mazur  at  Interstate  and  Hahn, 
etc.  My  opinion  is  that  eventually  such  a  department 
would  produce  a  good,  steady  revenue  for  Lehman 
Brothers.  In  connection  with  the  above,  should  we 
not  give  consideration  to  the  length  of  time  our  obli¬ 
gation  towards  a  company  lasts.  If  we  bring  out 
Schenley  in  1933,  are  we  constantly  responsible  to  do 
work  for  them  (as  mentioned  above)  for  no  compen¬ 
sation?  Has  not  an  erroneous  conception  been  built 
up  on  the  part  of  the  investing  public  that  because 
Lehman  Brothers  brought  out  Schenlev  thev  must 
forever  be  responsible  and  do  any  work  of  a  construc¬ 
tive  nature  for  no  compensation?  Should  we  not 
consider  the  advisability  of  stating  in  future  circu¬ 
lars  that  we  will  go  on  the  board  and  do  all  banking 
and  advising  for  a  period  of  say,  three  years  and 
that  after  that  if  they  want  us  on  the  board,  a  fee 
will  be  charged  (as  I  believe  is  done  in  England)  and 
that  fees  will  be  charged  for  research  and  industrial 
advice?  Should  we  also  not  consider  whether  we 
should  ask  for  fees  where  we  are  now  on  boards.  I 
am  not  sure  of  the  answer  to  this  question  but  we 
should  discuss  it. 

10.  Lock-ups:  We  should  watch  carefully  the  amount  of 
money  tied  up,  but  that  we  should  care  fully  use  a 
small  amount  is  to  be  considered.  A  deal  like  the 
shipping  deal  is  an  example.  Mazur’s  real  estate  is 
another.  Simms  is  a  third.  I  doubt  whether  this 
needs  much  comment. 

I  am  sure  this  survey  of  mine  is  far  from  complete.  But 
we  should  discuss  this  kind  of  thing  more  often,  it  seems 
to  me,  as  the  banking  business  is  certainly  undergoing  great 
changes,  and  anything  that  we  can  do  to  build  up  revenues 
should  be  given  careful  consideration. 

JR.  W.  J.  Hammerslough. 

Source:  Plaintiff’s  Exhibit  No.  1202  for  Identification — Deposition  of  Monroe 
C.  Gutman — April  14,  1949.  "United  States  v.  Morgan  et  al. 
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(Stamp)  j 
File  Copy 
Lehman  Bros. 

September  19, 1935 

Mr.  Maurice  Karker, 

The  Jewel  Tea  Company, 

Barrington,  Ill.  i 

My  dear  Maurice: 

Your  letter  of  the  16th  has  come  to  hand  and  I  have  read 
with  interest  the  copies  of  the  two  letters  from  stockholders 
which  you  enclosed  therein. 

Frankly,  I  am  not  surprised  at  the  receipt  by  you  of 
letters  of  this  kind  and  you  will  remember  that  about  a  year 
ago  I  stated  that  I  thought  no  matter  how  deserved  a 
large  salary  and  an  additional  compensation  might  be,  there 
would  still  be  criticism  on  the  part  of  stockholders  who  have 
bean  prejudiced  by  recent  political  dogmas  and  by  the  atti¬ 
tude  of  Washngton  to  the  idea  that  no  man  is  worth  the 
salary  of  as  much  as  some  of  the  more  efficient  executives 
in  the  United  States  receive.  It  is  a  part  and  parcel  of  the 
times  in  which  we  are  living. 

Of  course,  the  matter  was  further  aggravated  by  the 
newspapers  publishing  the  details  as  to  vour  salary  and 
bonus  coupled  with  the  statement  that  the  company  had 
attempted  to  keep  these  details  confidential  but  that  the  peti¬ 
tion  to  this  effect  had  been  denied.  The  average  man  goes 
on  the  theory  that  the  desire  to  keep  the  facts  confidential 
is  due  to  a  feeling  that  its  disclosure  would  lead  to  criticism 
and,  therefore,  the  criticism  is  all  the  stronger  when  the 
disclosure  is  made.  As  a  matter  of  fact,  the  two  letters  are 
couched  in  fairly  moderate  terms  compared  with  some  letters 
of  a  similar  nature  that  I  have  seen  and  this  is  no  doubt 
due  to  the  fact  that  the  company  has  made  so  enviable  a 
record. 
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Complaints  of  this  nature  usually  come  from  compara¬ 
tively  small  stockholders  and  those  who  do  not  realize  the 
extent  to  which  your  efforts  have  contributed  to  these  sat¬ 
isfactory  results.  Large  stockholders,  like  for  example 
myself,  are  perfectly  content  to  have  executives  make  large 
amounts  if  their  efforts  result  in  correspondingly  satisfac¬ 
tory  returns  to  the  stockholders.  We  must  take  the  world, 
however,  as  it  exists  at  the  moment  and,  as  above  remarked, 
not  only  are  such  communications  as  you  received  not 
surprising,  but  I  am  only  surprised  that  no  more  of  a  similar 
kind  have  come  to  hand,  this  entirely  regardless  of  how 
little  basis  there  is  for  the  complaint  made  in  the  communi¬ 
cations. 

I  am  wondering  whether  vou  answered  these  letters  and 
if  so  in  what  manner  ?  In  any  event,  I  understand  that  you 
will  bring  up  the  subject  matter  of  these  letters  at  the  next 
meeting  of  the  Board  of  Directors.  When  is  same  to  take 
place?  I  do  not  know  that  I  shall  go  away  in  the  near  future 
but  I  still  like  to  be  advised  well  in  advance  of  the  Jewel 
meetings  so  as  to  arrange,  if  I  can,  my  program  accordingly. 

I  think  it  of  very  great  importance  that  we  get  a  director 
in  the  place  of  one  of  the  members  of  the  firm  of  G.  S.  &  Co. 
Sooner  or  later  we  are  sure  to  meet  with  criticism  that  out 
of  a  board  of  nine  there  have  been  five  directors  in  the 
aggregate  who  are  members  of  the  two  firms  who  are  bankers 
for  the  company,  and  even  at  the  present  time  still  have 
four  members  on  the  board  and  in  that  way,  as  a  practical 
matter,  control  the  board.  All  of  our  protestations  to 
the  effect  that  we  take  no  advantage  of  this  controlling  vote 
would  not  make  less  criticism,  hence  my  strong  desire  to  see 
only  one  member  of  the  board  for  each  firm,  this  in  addition 
to  John  Hancock,  who  of  course,  while  a  member  of  Lehman 
Brothers  is  also  active  in  the  management  of  the  company 
as  chairman  of  the  board. 

Sincerely  yours, 

al-jg 

Source:  (Copy  of  a  letter,  dated  September  19,  1935,  signed  by  Arthur  Lehman 
of  Lehman  Brothers.  Sent  to  and  received  by  Maurice  H.  Karker  of 
Jewel  Tea  Co.  From  the  files  of  Lehman  Brothers.  Document  No. 
2451  in  United  States  v.  Morgan  ct  al. 
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December  12,  1935 
Cueveland-Cliffs  Ibon  Compact 

I  confirmed  yesterday  my  previous  conversations  with 
Mr.  Greene  regarding  directorship  in  Cleveland-Cliffs. 

Approximately  two  weeks  ago,  Mr.  Greene  told  me  he 
had  forgotten  to  mention  that  when  Adams  Express  made 
their  substantial  investment  in  Cleveland-Cliffs  that  he  had 
promised  them  representation  on  the  Board. 

After  some  consideration,  I  told  him  I  could  see  no 
objection  to  that  if  he  had  agreed  to  it,  but  I  would  prefer 
that  the  nomination  of  a  director  representing  Adams 
Express  should  be  deferred  for  some  time  and  that  if  pos¬ 
sible  it  should  be  a  director  from  Adams  Express  and  not 
Hayden,  Stone  &  Co. 

I  think  Mr.  Greene  lias  decided  at  this  time  to  put  in 
Steele  Mitchell. 

I  confirmed  with  Mr.  Greene  yesterday,  however,  my  con¬ 
versation  with  him  that  if  anybody  representing  the  bank¬ 
ing  firms  other  than  the  representative  of  Adams  Express 
should  be  considered  for  the  Board,  that  we  would  be 
invited. 


M.  C.  Gutman  j 

Source:  Plaintiff’s  Exhibit  No.  1210  for  Identification — Deposition  of  Monroe 
C.  Gutman — April  1”,  1940.  United  States  v.  Morgan,  et  al. 
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(Stamp) 

File  Copy 
Lehman  Bros. 

February  4,  1937 

Me.  Monroe  C.  Gutman, 

El  Conquistador  Hotel, 

Tucson,  Arizona. 

Dear  Monroe: 

We  are  all  delighted  that  yon  were  through  New  Orleans 
before  the  flood,  and  hope  you  had  a  pleasant  trip  West. 

I  passed  along  your  question  on  the  General  American 
option  to  both  Eustace  and  Bobby,  and  Eustace  is  consider¬ 
ing  the  matter  now.  Bobby  has  been  out  of  the  office  for 
the  last  five  days,  laid  up  with  an  attack  of  the  current 
influenza  which  is  the  present  scourge  of  New  York. 
Tommy  has  also  been  suffering  with  the  same  malady, 
and  it  will  probably  be  a  few  days  before  either  of  them 
will  be  back  in  the  office. 

The  Electric  Auto-Lite  deal  was  a  tremendous  success, 
the  bonds  being  quoted  this  morning  at  112%.  I  wish  I 
could  say  the  same  for  my  trip  to  Chicago  with  Walter 
Blumenthal,  for  after  making  it  very  clear  to  us  that  he 
was  going  to  award  his  business  to  the  highest  bidder, 
Walgreen  has  decided  to  do  a  preferred  stock  accompanied 
by  a  warrant  (the  exact  terms  of  the  deal  we  do  not  yet 
know)  with  Goldman  Sachs.  Naturally,  this  was  a  terrible 
disappointment  to  us,  for,  if  done  on  the  proper  basis, 
the  Walgreen  issue  would  have  been  an  attractive  piece 
of  business.  I  can’t  help  feeling,  and  I  know  the  others 
join  me  in  this,  that  we  were  handicapped  by  having  to  go 
after  the  deal  with  Hallgarten,  because  of  certain  personal 
friction  between  Walgreen  and  Hallgarten — a  long  story 
which  I  won’t  try  to  give  you  here.  Because  of  the  short- 
handedness  in  the  office,  I  did  not  go  to  Cleveland,  but  I 
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plan  to  go  out  that  way  sometime  during  the  month  and  I 
will  surely  call  on  Mr.  Eaton. 

As  to  Burlington,  I  agree  entirely  that  it  will  be  an 
excellent  thing  for  Phil  to  go  on  the  Board  if  we  decide  to 
have  a  direct  representative,  for  I  know  he  gets  along  well 
with  the  Burlington  people  and  is  certainly  conversant 
with  the  entire  situation.  We  have  had  several  meetings 
with  Addiss  since  you  went  away,  and  George  Sharp  is 
now  preparing  the  contracts  in  final  form.  I  met  yester¬ 
day  with  Addiss,  Love  and  Klopmann,  the  three  principal 
executives  with  whom  we  had  insisted  the  company  execute 
management  contracts.  Each  of  these  men  raised  the  same 
objections  to  entering  into  contracts  which  Addiss  had  cited, 
but  after  some  discussion  they  finally  agreed  to  enter  into 
a  five-year  contract  wdth  the  company,  which  contract  can 
be  cancelled  either  by  the  company  or  the  individual  at  the 
end  of  three  years  upon  six  months’  written  notice.  I  did 
my  best  to  persuade  these  men  that  they  should  enter  into 
a  three-year  contract,  giving  the  company  an  option  to 
extend  another  two  years,  but  all  of  them,  particularly  Love, 
were  adamant  against  entering  into  an  optional  form  of 
contract  in  which  the  option  ran  only  to  the  Company. 
I  discussed  the  matter  naturally  with  the  others  here  and 
with  George  Sharp,  and  after  thinking  it  over  a  bit,  I 
believe  that  this  type  of  contract  is  even  better  for  our 
purposes  than  the  optional  form,  in  so  much  as  it  will 
convey  the  thought  that  it  is  the  present  intention  of  both 
the  company  and  the  individuals  to  remain  in  it  in  present 
association  for  an  indefinite  period  of  time,  as  indicated 
by  their  willingness  to  make  the  initial  contract  for  five 
years.  We  are  also  drawing  a  clause  providing  that  if  at 
any  time  after  the  three-year  period  one  of  these  men 
leaves  the  company  voluntarily,  he  may  not  enter  into  any 
business  in  direct  competition  with  the  business  of  the 
Burlington  Mills  Corporation  until  the  expiration  of  the 
original  five  years.  In  other  words,  if  Love  should  resign 
at  the  end  of  four  years,  he  could  not  enter  into  the  rayon 
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weaving  business  for  another  year.  George  Sharp  felt  that 
this  was  about  as  long  a  time  as  such  a  contract  would  be 
enforceable,  particularly  in  this  case  where  these  men  are 
not  selling  out. 

I  hope  this  letter  has  not  been  too  long,  and  I  hesitate 
bothering  you  with  business  details  on  your  vacation.  I 
felt  that  you  'would  like  to  be  brought  up  to  date.  I  hope 
you  and  Mrs.  Gutman  are  having  a  pleasant  vacation  and 
that  Tuscon  is  providing  plenty  of  sunshine. 

Sincerely  yours, 

(Handwritten  initials) 

J.  AT 

Source:  Copy  of  a  letter  dated  Feb.  4,  1937  signed  by  Joseph  A.  Thomas  of 
Lehman  Brothers.  Sent  to  and  received  by  Monroe  C.  Gutman  of 
Lehman  Brothers.  From  the  files  of  Lehman  Brothers.  Document 
No.  24f>2  in  IJvitrd  Staffs  v.  Morgan  ct  at. 


Public  Counsel  Exhibit  180. 

New  Business  Meeting 
March  29,  1937 

Present :  Messrs.  Robert  Lehman,  Gutman,  Hammerslough, 
Thomas  Richardson,  Szold,  Ehrman,  Manheim, 
Reilley,  Mellen,  and  Weiss. 

1.  The  following  closely  held  businesses  were  discussed : 

a)  Morton  Salt:  This  is  a  Chicago  business  and  it 
was  decided  that  it  should  be  turned  over  to  EJB. 
JAT  thought  JMH  knew  Mr.  Peterkin,  the  Presi¬ 
dent,  and  RL  said  Ed  Farley  knows  Sterling 
Morton,  the  Secretary.  In  connection  with  this 
business,  MCG  mentioned  again  that  he  is  con¬ 
vinced  a  direct  approach  to  a  prospect  by  ourselves 
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is  greatly  preferable  to  using  an  intermediary  to 
speak  for  us. 

b)  Corning  Glass :  This  was  not  mentioned  since  JAT 
felt  it  would  be  a  waste  of  time  to  bring  it  up. 
It  is  definitely  understood  the  Houghtons  are  not 
interested  in  a  market  and  do  not  need  any  money. 
If  we  have  any  smaller  companies  in  their  line, 
we  should  bring  them  to  their  attention. 

c)  Matson  Navigation :  FE  and  Marco  Heilman  were 
assigned  to  discover  the  proper  approach  to  this 
business  and  to  see  what  they  can  find  out  about 
it.  The  record  is  an  extraordinarily  good  one, 
and  every  one  felt  it  would  be  interesting  to 
know  more  about  the  company,  although  there  is 
a  question  whether  we  would  want  to  go  into 
any  steamship  line  before  the  new  allotment  of 
mail  contracts  is  made.  We  do  not  know  from 
the  published  data  how  much  Government  sub¬ 
sidy  this  company  receives,  if  any.  RL  thinks 
Pan  American  have  a  connection  wTith  Matson, 
and  Juan  Tripp  probably  knows  them.  It  was 
felt  that  we  should  not  use  Herbert  Fleishhacker 
in  attempting  to  meet  these  people  because!  of 
his  association  with  the  Dollar  Line. 

d)  Crowell  Publishing:  EL  offered  to  call  Alvin 
Untermeyer  who  is  a  director.  JAT  thought 
George  Mead  knew  L.  W.  Maxwell,  Chairman  of 
the  Board,  and  the  -writer  had  an  idea  that  JMH 
knows  Albert  Winger,  Vice  President  and  Treas¬ 
urer.  Incidentally,  MCG  said  that  Guggenheimer 
and  Untermeyer  have  very  good  connections,  and 
when  occasion  arises,  we  ought  to  give  them  some 
business.  While  they  do  not  have  a  large  organi¬ 
zation,  they  are  good  attorneys  and  could  handle 
a  deal  that  was  not  too  complicated.  Also  in 
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connection  with  the  Crowell  business,  RL  said 
Charlie  Schwartz  knows  Bill  Hearst,  Jr. 

e)  Lavoris:  PEM  reported  that  Roland  Palmedo 
has  talked  to  Rufus  Rand  about  this  business. 
It  is  too  small  for  individual  financing  and  would 
only  be  worth  while  as  an  outright  sale. 

2.  Monsanto  Chemical:  Company  needs  $6,000,000  of 
new  money.  We  have  been  informed  that  E.  B. 
Smith  have  made  them  a  proposition  based  on  the 
sale  of  a  straight  5%  preferred  stock.  It  seems  that 
they  think  this  offer  might  be  bettered  and  would 
be  glad  to  listen  to  our  ideas.  It  was  WJH’s  opinion 
that  this  is  a  case  similar  to  Dow,  and  that  because 
of  their  association  with  E.  B.  Smith,  it  would  be 
unwise  for  us  to  advance  any  suggestions  to  the 
company  except  on  their  invitation.  RL  telephoned 
Gates  Williams  of  Francis  Brothers  in  St.  Louis. 
He  is  supposed  to  be  a  very  close  friend  of  Mr. 
Queeny.  Williams  said  that  Monsanto  is  tied  up 
•with  E  .B.  Smith.  RL  asked  him  to  let  us  know  if 
there  was  anything  we  could  do  for  Queeny.  RL 
thinks  whenever  possible  we  should  keep  in  touch 
with  Williams. 

3.  Allis  Chalmers:  MCG  felt  we  should  consider  seri¬ 
ously  whether  we  ought  to  go  after  Hayden  Stone 
companies  so  soon  after  Hayden’s  death.  So  far  as 
we  know,  this  is  the  only  important  Hayden  Stone 
company  where  Hayden  has  not  been  replaced  by 
some  other  partner.  Szold  suggested  that  we  find 
out  from  Baird  of  the  First  Wisconsin  Corp.  how 
Allis  Chalmers  feel  about  Hayden  Stone  and  what 
are  the  chances  for  our  getting  into  the  picture.  RL 
said  that  Ed  Kapp  had  mentioned  this  company  to 


529 


Public  Counsel  Exhibit  180. 

him  as  being  one  of  the  good  prospects  for  tis  in 
Milwaukee.  We  should  talk  to  Kapp. 

4.  Simmons  Company:  Company  is  going  to  sell  con¬ 

vertible  bonds  to  refund  $8,000,000  present  debt. 
Bancamerica-Blair  are  on  the  Board  and  JAT  offered 
to  speak  to  Robert  Adams  or  Diefenbach.  Before 
he  does  this,  RL  wants  to  call  Warren  Hoysradt, 
New  York  member  of  the  First  Michigan  Corp.,  who 
may  have  a  good  contact.  (Since  the  meeting,  com¬ 
pany  announced  an  offering  to  be  underwritten  bv 
Blyth.)  | 

5.  National  Cash  Register:  PEM  reported  his  conver¬ 
sation  with  Bennett  who  did  not  think  the  company 
needed  any  working  capital.  Moreover,  he  said  that 
Behr  of  Dillon  Read  and  Rentschler  of  the  National 
City  being  on  the  Board,  they  had  the  inside  track 
in  the  event  of  any  financing.  PEM  still  feels  we 
are  right  about  the  company’s  requiring  more  money 
in  the  business.  RL  said  Roland  Palmedo  knows 
Colonel  Deeds.  It  was  decided  we  should  write  J1JB 
and  get  his  opinion. 

6.  Borg  Warner:  MCG  thinks  this  is  a  very  interesting 
company.  He  has  a  hunch  that  Studebaker  has  some 
relationship  with  them  and  asked  us  to  check  this 
with  Richards.  It  wras  suggested  also  that  Mr.  Hertz 
might  have  some  ideas  on  this  business.  RL  said 
that  being  a  Chicago  company,  we  should  turn  it  over 
to  EJB. 

7.  Sears  Roebuck:  PEM  reported  likelihood  of  com¬ 
pany  ’s  needing  more  working  capital.  In  the  absence 
of  JMH,  there  was  no  discussion  of  this. 

8.  Montgomery  Ward:  This  is  another  company  need¬ 

ing  more  capital.  Decided  to  forget  because  we  have 
no  chance  to  get  the  business.  | 
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9.  Ball  Brothers :  PEM  brought  this  up  because  we  have 
had  it  in  mind  for  some  time  and  no  progress  seems 
to  have  been  made,  although  EJB  has  been  working 
on  it.  Szold  suggested  we  might  use  Ashcroft,  but 
RL  said  that  Ashcroft  was  closer  to  Levis  and  would 
not  be  useful  to  us  on  Ball.  "Will  I.  Levy  is  working 
on  something  connected  with  this  business  and  PEM 
should  talk  to  him  about  it.  RL  asked  us  to  remind 
him  to  write  EJB  that  we  feel  he  should  attempt  to 
get  directly  in  touch  with  and  work  directly  with 
Ball  personally  rather  than  trusting  to  Renshaw  to 
take  care  of  us. 

10.  G.  C.  Murphy:  Company  has  filed  registration  for 
10,000  shares  of  5%  preferred  and  15,500  shares  of 
common.  Some  one  said  the  new  preferred  would 
probably  be  used  to  pay  dividends.  MCG  thought 
that  Lazard  would  take  care  of  us  automatically  as 
a  member  of  the  last  group  if  there  were  any  public 
financing  here.  We  need  do  nothing  about  it. 

(also  to  receive  $50,000  for  working  out  a  plan) 

11.  Proxy  Fee:  PEM  read  the  announcement  that  Blyth 
and  Schwabacher  were  to  receive  $50,000  from  Crown 
Zellerbach  for  helping  them  get  in  the  proxies.  Sulli¬ 
van  &  Cromwell  were  used  as  counsel.  It  was  noted 
in  the  past  that  they  have  always  told  us  we  could 
not  obtain  a  fee  for  recapitalizations  of  this  sort 
without  subjecting  companies  to  registration.  MCG 
said  we  should  find  out  from  Sullivan  &  Cromwell 
whv  Blvth  were  able  to  collect  their  fee  from  Crown 
Zellerbach. 

12.  Bemis  Bag:  John  Longmire  has  talked  to  Fred 
Ehrman  about  a  block  of  5,000  shares  of  this  stock 
which  is  for  sale.  It  is  not  control  stock.  Ehrman 
hesitated  to  ask  them  to  give  us  the  figures  unless 


531 


* 

► 


♦ 


4 

* 


♦ 


4 


i 


* 


\ 


♦ 


Public  Counsel  Exhibit  180. 

we  felt  we  had  a  good  chance  to  place  the  stock. 
WJH  thinks  we  cannot  do  anything  with  it  at  present. 
RL  did  not  see  any  reason  why  we  should  not  try  to 
get  an  option  on  it  and  an  opportunity  to  investigate. 
Longmire  is  in  Florida  and  Ehrman  is  to  call  him 
next  week. 

13.  Derby  Gas:  RL  emphasized  the  importance  of  this 
business  as  being  the  key  to  the  larger  opportunity 
in  Indianapolis  Power  &  Light.  If  we  do  a  good  job 
on  Derby,  we  are  likely  to  get  the  Indianapolis  busi¬ 
ness.  Ehrman  said  Henderson  is  working  on  it 
actively. 

14.  Anaconda:  Kelly  told  RL  he  would  be  glad  to  see 
him.  PEM  said  figures  had  been  given  to  MCGr  last 
Friday.  RL  mentioned  that  if  we  get  this  business, 
it  would  mean  a  contest  with  Charlie  Mitchell.  On 
the  other  hand,  it  would  be  a  very  large  deal  and  there 
should  be  room  for  both  of  us. 

15.  Esquire:  RL  said  we  were  working  on  this  and  he 
thought  we  should  not  forget  Time  and  Fortune.  He 
asked  PEM  to  remind  him  to  get  after  Luce. 

16.  Shell:  MCG  said  there  was  no  news  to  report!  At 
the  last  meeting,  they  had  been  told  to  go  ahead  on 
the  registration  statement  even  though  the  market 
was  too  chaotic  to  set  the  details  now. 

17.  Mack  Truck:  RL  suggested  PEM  write  to  Mr.  Hertz 
to  see  if  he  has  a  contact.  Meanwhile  TH  is  to  talk 
to  Chadbourne. 

18.  Owens  Illinois:  Levis  told  Art  Tully  he  is  consider¬ 
ing  raising  new  money.  RL  is  going  to  call  Mason 
Day  on  this. 

19.  National  Distillers:  RL  said  that  Seton  Porter  had 
been  to  see  him  recently  and  was  unusually  friendly. 
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We  should  remind  him  to  have  Porter  over  here 
again. 

20.  Pacific  Finance:  PEM  brought  this  up  and  reminded 
those  present  that  Waddill  Catchings  said  the  sale  of 
this  company  to  Commercial  Credit  had  been  unsuc¬ 
cessfully  attempted  on  several  occasions.  RL  thinks 
it  would  be  worth  while  trying  to  sell  it  to  CIT  or 
perhaps  to  build  up  a  large  company  by  adding  a 
number  of  smaller  finance  companies  to  it. 

21.  McKesson  &  Robbins:  FE  thinks  this  is  a  good 
prospect  if  Mr.  Catchings  can  get  us  into  it.  Company 
owes  the  banks  $9,000,000  and  also  has  a  refundable 
bond.  JAT  had  a  reservation  as  to  the  character  of 
the  management. 

22.  Boeing  Aircraft:  FE  mentioned  this  and  RL  said 
we  could  not  consider  it  further  because  he  and  Mr. 
Hertz  have  gone  on  the  Consolidated  Aircraft  Board. 

23.  Columbia  Rope:  FE  suggested  this  as  a  prospect 
for  us  and  we  will  look  into  it. 


FM 


Walter  A.  Weiss 
(Signed)  W. 


Source:  Memorandum  dated  March  29,  1937,  sifjned  by  Walter  A.  Weiss  of 
Lehman  Brothers.  From  the  files  of  Lehman  Brothers.  Document 
No.  2464  in  United  States  v.  Morgan  et  al. 
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(Handwritten  notation)  I 

See  Lockhardt 

March  23,  1938. 

Memorandum  to  Partners: 

The  following  situations  offer  real  possibilities  for  new 
financing  within  the  near  future.  All  are  of  particular 
interest  since  in  most  cases  no  investment  bankers  are  on 
the  boards  and  I  think  we  have  a  good  chance  of  getting  the 
business. 

American  Tobacco 
Westinghouse 

Crucible  Steel  I 

Barnsdall 

California  Packing  ; 

Atlantic  Refining.  i 

(Handwritten  notations) 
G.S.  Cos. 
Reynold  Tobacco 

Could  you  arrange  to  attend  a  meeting  at  10 :30  tomor¬ 
row  morning  to  discuss  the  above. 

P.  E.  Manheim. 
FM 

(Handwritten  notation)  j 

See 

EJB  I 

Olive  Farm  j 

Source:  Memorandum,  dated  March  23,  1938,  prepared  by  P.  E.  Manheijn  of 
Lehman  Brothers.  Sent  to  and  received  by  the  partners  of  Lehman 
Brothers.  From  the  files  of  Lehman  Brothers.  Document  No.  2449 
in  United  States  v.  Morgan  et  al. 
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October  7,  1939 

Memorandum  to  Mr.  Manheim 

There  is  no  routine  procedure  governing  relations  of  the 
Industrial  Department  to  companies  with  which  we  have 
been  associated.  The  problems  of  each  company  are  likely 
to  be  individual  problems,  calling  for  individual  treatment. 
Without  attempting  to  be  completely  inclusive,  the  follow¬ 
ing  list,  which  occurs  to  the  writer  offhand,  will  give  an  indi¬ 
cation  of  the  scope  of  our  activities. 

The  most  important  phase  and  the  one  most  likely  to 
recur  is  acting  as  a  sounding  board  against  which  manage¬ 
ment  can  project  their  ideas.  Management  is  able  to 
express  doubts  which  they  might  not  care  to  disclose  to 
their  operating  organization.  We  are  not  dominated  by 
the  traditions  of  the  particular  business ;  we  have  a  general 
knowledge  of  what  many  other  companies  are  doing;  and, 
finally,  we  are  in  a  position  to  express  disagreement,  which 
may  not  be  the  case  with  subordinate  officials. 

We  have  been  a  party  to  the  development  of  a  policy  for 
business.  This  is  a  broad  subject  and  perhaps  requires 
some  elaboration.  Included  under  policy  would  be  such 
factors  as  the  type  of  business  the  company  wished  to  con¬ 
duct  ;  expansion,  geographically,  and  expansion  of  products ; 
integration  of  processes;  credit;  organization;  etc.  One  of 
the  most  publicized  changes  of  policy  recently  occurring  in 
the  newspapers  was  Macy’s  recent  adoption  of  installment 
selling.  We  were  not  a  party  to  this  change  in  policy  but 
I  cite  it  to  give  you  an  example  well  known  to  the  public. 
In  Allied  and  Interstate  this  factor  has  been  a  major  con¬ 
sideration  where  the  company  had  the  option  of  operating 
as  a  group  of  department  stores  with  more  or  less  local 
autonomy,  or  the  alternative  of  operating  on  a  chain  basis. 

We  have  studied  closely  organization  plans  to  see 
whether  they  would  be  likely  to  be  effective  in  executing  the 
established  policy.  We  have  studied  and  recommended 
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compensation  plans  for  organization.  Through  our  con¬ 
tacts  we  have  been  able  to  check  personnel  for  companies 
and  at  times  have  actually  secured  personnel  for  them. 

We  have  made  general  studies  of  the  business;  we  have 
made  detailed  studies  of  a  department  of  the  business.  For 
example,  Allied  Stores  wanted  to  check  the  effectiveness 
of  its  New  York  Buying  Office.  Through  our  relations  with 
other  companies  we  were  able  to  make  a  quick,  detailed  and 
inexpensive  report  in  a  way  that  the  Allied  organization 
could  not  possibly  have  done  and,  we  believe,  that  would 
not  have  been  possible  to  outside  investigating  agencies. 

We  have  advised  companies  in  their  relationships  to 
Governmental  agencies.  This  was  particularly  important 
during  the  NRA. 

We  have  used  the  entire  organization  of  Lehman 
Brothers  to  secure  proxies  for  stockholders’  meetings,  j 

We  have  studied  and  recommended  long  term  financing 
plans.  We  have  been  a  party  to  having  companies  use  the 
long  time  capital  markets  when  these  markets  were  avail¬ 
able;  thereby  avoiding  a  squeeze  during  periods  when  they 
were  not  available.  i 

We  have  been  a  party  to  studies  of  intermediate  financ¬ 
ing  programs.  We  have  secured  bank  loans  for  companies. 
Actually  we  have  been  able  to  secure  a  loan  for  a  company 
when  the  company  could  not  do  so  on  its  own  credit  and 
thereby  prevented  its  bankruptcy  (Interstate  Department 
Stores,  1932).  We  have  studied,  recommended  and  made 
effective  recapitalization  plans. 

We  have  advised  companies  on  the  use  of  installment 
credit  selling. 

We  have  advised  on  purchasing  policies.  We  have 
actually  worked  out  purchasing  budgets  for  companies. 
On  occasions  we  have  made  recommendations  about  immedi¬ 
ate  purchasing  policies  either  as  regards  general  economic 
conditions  or  with  regard  to  specific  commodities. 

We  have  actually  worked  out  for  companies  expense 
budgets  and  control  plans. 


i 
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We  have  made  studies  and  recommendations  about  the 
cost  and  effectiveness  of  distributing  policies. 

Through  our  connections  with  distributing  companies 
we  have  been  able  to  make  recommendations  about  pricing 
of  new  products. 

We  have  studied  and  reported  on  various  advertising 
agencies. 

While  we  generally  make  no  attempt  to  sell  for  com¬ 
panies,  on  many  occasions  we  have  opened  the  door  for 
companies  wishing  to  sell  products  and  in  certain  cases 
actually  have  negotiated  the  sale  of  products.  For  example, 
Lehman  Brothers  put  through  the  deal  whereby  National 
Union  sold  tubes  to  Sears  Roebuck.  Since  that  time  this 
has  always  been  one  of  the  major  outlets  for  National 
LTnion  and  probably  is  the  principal  thing  which  has  kept 
it  alive. 

W’e  have  acted  as  an  impartial,  disinterested  and  expert 
arbitrator  in  the  case  of  management  disputes  and  dead¬ 
locks  which  were  threatening  the  very  existence  of 
companies. 

We  have  been  a  party  to  securing  products  for  com¬ 
panies.  Recently  Morgan  Collins  heard  of  an  unusual 
patented  rubber  process  which  was  reported  to  and  acquired 
by  Dayton  Rubber. 

While  the  above  list  probably  does  not  cover  all  activi¬ 
ties,  and  while  each  of  the  activities  listed  above  has  not 
been  performed  for  each  company,  nevertheless,  X  trust 
that  the  statements  above  are  sufficiently  comprehensive  to 
give  you  the  picture. 


H.  J.  Szold 


Source:  Plaintiff’s  Exhibit  No.  1171  for  Identification — Deposition  of 
Monroe  C.  Gutman — April  14,  1949,  United  States  v.  Morgan,  et  al. 
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August  1,  1941 

Memorandum  to  Mr.  Hammerslough 

Re:  Burlington  Mills  Corporation 

I  received  a  phone  call  yesterday  from  Joe  King  of 
Union  Securities,  who  told  me  that  he  -was  calling  because 
of  the  fact  that  he  had  just  received  a  letter  from  Spencer 
Love  referring  to  my  phone  conversations  with  Love  on  the 
two  previous  days. 

As  background,  King  told  me  the  following:  He  stated 
that  several  weeks  ago  Love  had  called  him  (Love  informed 
me  that  King  had  gotten  in  touch  with  him  on  his  own 
initiative,  and  this  seeems  the  more  likely  statement)  i  and 
informed  him  that  although  Burlington  had  no  immediate 
need  for  money,  nevertheless  he  was  certain  that  the  spun 
rayon  development  would  require  additional  capital  in  the 
not  distant  future  and  that,  therefore,  he  would  like  King  to 
be  thinking  about  the  possibility  of  selling  additional  stock. 

King  told  me  that  he  had  worked  up  some  figures  show¬ 
ing  that  although  additional  preferred  would  somewhat 
dilute  the  investment  rating,  nevertheless  he  believed  that 
$2,500,000  more  might  be  sold.  He  expressed  the  opinion 
that  if  the  present  conversion  price  were  retained,  the 
dividend  rate  might  be  somewhat  reduced.  King  added  to 
me  that  no  deal  involving  preferred  stock  could  be  sold 
unless  the  provision  in  the  Prudential  Loan  Agreement 
regarding  restrictions  on  dividends  was  eliminated,  but  he 
felt  that  this  could  be  done. 

Love  had  asked  him  about  the  possibility  of  a  sale  of 
common  stock,  to  which  King  had  replied  that  allowing  for 
the  decline  in  market  price  which  would  undoubtedly  occur 
on  the  announcement  of  an  additional  common  stock  issue, 
underwriting  discount,  expenses,  etc.,  the  company  prob¬ 
ably  would  not  net  more  than  around  16  on  the  sale  of  com¬ 
mon,  and  Love  was  not  interested  at  this  price.  Love  Lad 
also  asked  him  about  the  possibility  of  a  private  sale  of  pre¬ 
ferred  stock,  but  King  was  not  quite  certain  what  he  meant 
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by  this.  If  be  meant  simply  a  sale  to  the  bankers,  such  as 
the  last  deal,  Union  Securities  was  not  interested;  if,  on 
the  other  hand,  he  meant  a  private  placement  with  institu¬ 
tional  investors,  King  said  he  hadn’t  the  slightest  idea 
where  he  could  sell  this. 

Now  to  come  back  to  the  letter  which  King  had  just 
received  from  Love.  In  this  letter  Love  stated  that  I  had 
talked  with  him  regarding  the  possibility  of  a  sale  of  addi¬ 
tional  preferred,  and  that  he  had  told  me  that  the  company 
had  no  pressing  need  for  money,  and  furthermore,  inas¬ 
much  as  their  year  ended  September  30  and  the  audit 
would  not  be  completed  for  at  least  a  month  after  that,  he 
thought  the  matter  might  be  deferred  until  some  time  in 
October.  However,  he  went  on  to  say  that  he  would  like 
Union  Securities  to  discuss  the  matter  with  us  and  see  if  we 
could  arrive  at  any  joint  opinion  and  program  for  future 
financing.  King  expressed  some  apprehension  that  if  we 
didn’t  promptly  formulate  a  plan  for  Love,  he  might  go  to 
someone  else.  I  told  him  I  doubted  this  and  he  agreed  that 
I  was  probably  right. 

I  informed  Mr.  King  that  you  would  be  back  next  week 
and  that  I  would  acquaint  you  with  his  views.  It  is  my  own 
opinion  that  Mr.  Love  has  not  gone  as  far  toward  insisting 
that  Union  Securities  be  co-bankers  as  King’s  conversation 
would  indicate.  I  would  recommend  that  you  do  not  call 
King  on  this,  and  that  in  any  dealings  with  Love  you  take 
the  position  that  Lehman  Brothers  are  bankers  for  the  com¬ 
pany  and  any  discussions  regarding  additional  financing 
should  be  carried  through  to  a  conclusion  with  us  before 
discussions  are  entered  into  with  Union  Securities  or  any¬ 
one  else.  I  believe  that  we  are  entitled  to  take  this  position 
in  view  of  the  considerable,  and  I  believe  effective,  work 
that  we  have  been  doing  in  the  way  of  creating  public  knowl¬ 
edge  and  acceptance  of  the  Burlington  securities  during  the 
past  six  weeks. 

Philip  F.  Siff. 

cc :  Mr.  Gutman 
Mr.  Hitchcock 
New  Business  Files 

Source:  Plaintiff’s  Exhibit  No.  1225  for  Identification — Deposition  of 
Monroe  C.  Gutman — April  15,  1949,  United  States  v.  Morgan  et  oZ. 
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(Handwritten  notation) 
File 

EXECUTIVE  OFFICES 

Burlington  Mills  Corporation 
Greensboro,  N.  C. 

August  5, 1944 
Mr.  Wm.  J.  Hammerslough 

Lehman  Brothers  j 

One  William  Street 

New  York  City,  New  York  j 

Dear  Bill : 

For  the  past  year  we  have  been  rather  dissatisfied  with 
the  action  of  our  common  stock  in  relation  to  other  stocks 
which  we  consider  no  better  from  any  angle  of  approach. 

We  have  also  been  rather  mindful  of  the  fact  that  we 
have  had  no  large  groups  of  stockholders  or  banking  inter¬ 
ests  who  have  been  in  position  to  support  our  stock  actively 
and  continually  push  it  before  the  public. 

We  are  also  disappointed  that  we  have  very  few  contacts 
with  bankers  generally  so  that  we  may  be  in  position  to 
review  more  suggestions  as  to  what  might  be  done  to 
improve  our  capital  position  from  time  to  time. 

Invariably  when  we  meet  other  people  who  might  be 
people  to  be  helpful  to  us,  we  meet  with  the  response  that 
we  are  a  Lehman  company  and  that  others  aren’t  going  to 
approach  us  or  be  interested  in  us  as  long  as  we  are  so 
known.  They  feel  that  everything  they  might  propose  to 
us  would  go  right  straight  to  Lehman  because  of  your  being 
on  our  Board. 

The  foregoing  developments  combined  with  the  thoughts 
given  in  my  letter  to  Mr.  Gutman  of  January  3,  1943,  and 
further  combined  with  the  fact  that  you  have  not  been  able 
to  attend  many  meetings  or  be  of  much  active  help,  have  led 
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us  to  believe  it  would  be  desirable  for  us  not  to  have  any 
specific  investment  banking  firm  represented  on  our  Board 
of  Directors  at  this  time.  In  fact,  we  believe  that  our  Board 
should  be  composed  of  the  active  management  combined 
with  outsiders  who  are  not  likely  to  have  any  connection  of 
a  personal  service  nature  or  involved  with  an  objective  of 
their  own  companies  in  doing  business  with  us.  Whether 
it  be  a  banker  or  lawyer  or  efficiency  expert,  or  even  an 
outside  textile  man,  we  have  reached  the  conclusion  that 
we  should  limit  our  Board  to  people  who  would  not  likely 
be  doing  direct  business  with  us. 

We  feel  that  if  you  reflect  over  developments  for  the  past 
year  or  two  you  may  be  inclined  to  agree  with  us  yourself 
and  that  living  as  far  from  Greensboro  as  you  do  it  has  not 
been  possible  for  you  to  be  of  much  active  help. 

This  letter  is  in  the  form  of  frankly  expressing  thoughts 
all  our  active  management  share,  but  Mr.  Klopman  or  Mr. 
Coulter  or  I  will  be  glad  to  discuss  the  situation  with  you 
at  any  time. 


Sincerely  yours, 


Spen 

(Handwritten) 


Source:  Plaintiff’s  Exhibit  No.  1154  for  Identification — Deposition  of  Albert 
H.  Gordon — April  12,  1949,  United  States  v.  Morgan,  et  al. 
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Extracts  from  Minutes  of  Meetings  of  the  Board  of 
Directors  of  Capital  Airlines,  Inc. 

March  16, 1948 

Mr.  Carmichael  then  advised  the  Board  that  at  the 
suggestion  of  a  mutual  friend,  he  had  met  with  representa¬ 
tives  of  Lehman  Brothers  and  that  during  the  meeting, 
interest  was  evidenced  by  this  group  in  the  financial 
problems  of  the  Corporation.  Mr.  Carmichael  then 
reviewed  in  great  detail  to  the  Board  his  meeting  and 
stressed  that  no  commitments  had  been  made  and  that  it 
was  the  understanding  of  both  parties  that  the  conversa¬ 
tions  were  purely  of  an  exploratory  nature.  He  stated 
that  as  a  result  of  this  conversation,  Lehman  Brothers 
proposed  to  begin  the  development  of  a  program  for  sub¬ 
mission  to  the  Board  of  Directors  on  an  informal  basis. 
The  question  of  possible  merger  with  National  Airlines 
was  also  discussed,  however,  it  was  made  clear  that,  this 
was  a  separate  issue. 

The  Board  was  then  requested  to  advise  its  disposi¬ 
tion  with  regard  to  progressing  this  matter  further.  After 
discussion  and  upon  motion  duly  made  by  Mr.  Clark, 
seconded  by  Mr.  Frawley,  it  was  unanimously  j 

Resolved  that  the  action  of  Mr.  Carmichael  in  enter¬ 
ing  into  conversations  with  Lehman  Brothers  with 
a  view  toward  developing  a  financial  program  for 
the  Corporation  be  and  it  is  hereby  approved,  and  be 
it  further 

Resolved  that  Mr.  Carmichael  and  the  officers  of  the 
Corporation  be  and  they  are  hereby  authorized  and 
directed  to  continue  these  discussions  and  report 
to  the  Board  from  time  to  time  the  progress  being 
made  toward  the  development  of  a  financial  reor¬ 
ganization  program. 
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April  22,  1948 

.  .  .  there  were  present  by  invitation: 

Messrs.  B.  M.  Averill 
E.  E.  Miller 
Fred  L.  Ehrman 

•  «  • 

The  Chairman  then  reviewed  for  the  Board  the  history 
of  his  initial  discussions  with  Lehman  Brothers  concern¬ 
ing  the  development  of  a  program  to  effect  a  financial  reor¬ 
ganization  of  the  Corporation.  He  stated  that  pursuant  to 
Board  approval  discussions  had  been  continued  and  that 
on  April  12th,  Lehman  Brothers  had  presented  an  outline 
of  a  refinancing  plan  for  the  Corporation.  The  Board  was 
then  presented  with  the  Lehman  Brothers’  proposal  and 
was  advised  that  copies  of  the  program  had  also  been  sub¬ 
mitted  to  the  creditor  banks  for  their  consideration.  Mr. 
Fred  L.  Ehrman,  representing  Lehman  Brothers,  was 
then  presented  to  the  meeting  and  discussed  the  plan  in 
detail.  Prefacing  the  presentation  of  the  program,  Mr. 
Ehrman  stated  that  it  was  designed  to  achieve  two 
objectives : 

(a)  Believe  the  Corporation  of  certain  restric¬ 
tive  provisions  of  the  Indenture. 

(b)  Assure  the  Corporation  funds  to  secure 
modern  and  more  efficient  flight  equipment. 

In  general  it  was  stated  that  the  suggested  plan  con¬ 
templated  obtaining  the  necessary  two-thirds  approval  of 
certain  modifications  in  the  terms  of  the  Indenture  of  the 
Corporation’s  Debentures.  In  return  for  consenting  to 
the  modifications,  the  Debenture  holders  would  be  offered 
a  permanent  reduction  in  the  conversion  price  of  the 
modified  Debentures  to  a  price  of  $25.00  per  share. 
Simultaneously,  but  contingent  upon  receiving  the  approval 
of  the  proposed  modifications,  the  Debenture  holders  would 
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be  offered  for  a  limited  period  of  time  the  right  to  exchange 
the  modified  Debentures  for  a  new  convertible  preferred 
stock  having  a  conversion  price  of  $12.50  per  share. 

A  lengthy  discussion  then  took  place  during  which  time 
all  phases  of  the  basic  proposal  was  reviewed  and  alterna¬ 
tives  and  modifications  suggested.  At  the  conclusion  of 
this  discussion,  Mr.  Ehrman  asked  to  be  excused  from  the 
meeting.  i 

The  Board  then  reviewed  in  great  detail  the  problems 
facing  the  Corporation  in  the  development  and  execution  of 
a  refinancing  plan.  It  was  concluded  that  the  Corporation 
should  employ  the  services  of  a  financial  house  experienced 
in  such  matters  who  would  be  responsible  for  the  develop¬ 
ment  of  a  sound  program  and  who  would  act  as  a  motivat¬ 
ing  force  to  meet  with  all  financial  interests  and  secure 
agreement  on  a  plan  which  would  then  be  submitted  to  the 
Board  for  consideration. 

The  Board  then  considered  a  proposal  of  Lehman 
Brothers  to  undertake  such  an  assignment  for  a  fee  of 
$50,000  exclusive  of  reasonable  out-of-pocket  expenses  and 
contingent  upon  a  successful  development  and  execution 
of  a  refinancing  plan.  It  was  estimated  that  out-of-pocket 
expenses  incidental  to  such  a  program  would  total  approxi¬ 
mately  $50,000.  A  long  discussion  then  took  place  during 
which  other  alternatives  were  explored.  At  the  conclusion 
of  this  discussion  and  upon  motion  duly  made  by  Mr. 
Monro,  seconded  by  Mr.  Frawley,  it  was  unanimously 

Resolved  that  the  Corporation  be  and  it  is  hereby 
authorized,  empowered  and  directed  to  employ  the 
services  of  Lehman  Brothers  to  develop  a  refinanc¬ 
ing  plan  and  to  coordinate  all  financial  interests  and 
secure  agreement  on  a  plan  which  would  then  be 
submitted  to  the  Board  for  consideration;  and  be  it 
further 

Resolved  that  the  Corporation  be  and  it  is  hereby 
authorized,  empowered  and  directed  to  pay  Lehman 
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Brothers  a  fee  of  $50,000  exclusive  of  reasonable 
out-of-pocket  expenses  contingent  upon  the  devel¬ 
opment  and  successful  execution  of  a  refinancing 
plan. 

At  this  point,  Mr.  Ehrman  returned  to  the  meeting. 

May  6, 1948 

There  was  also  present  by  invitation: 

Mr.  Fred  Ehrman  of  Lehman  Brothers 

•  •  • 

Mr.  J.  H.  Carmichael  opened  the  meeting  by  stating  that 
the  meeting  had  been  called  for  the  purpose  of  receiving 
a  report  from  Mr.  Ehrman  on  the  refinancing  plan  which 
Mr.  Ehrman  had  proposed  at  the  last  meeting  of  the  Board 
of  Directors.  Mr.  Carmichael  stated  that  Mr.  Ehrman 
had  talked  with  some  of  the  interested  groups,  and  after 
his  discussion  it  was  apparent  that  there  would  have  to 
be  modifications  made  in  the  plan. 

Mr.  Carmichael  then  presented  to  the  meeting  a 
projected  profit  and  loss  statement  and  new  equipment 
requirements  covering  a  period  of  years.  He  explained 
to  the  Directors  that  the  statements  were  requested  by  Mr. 
Ehrman  in  connection  with  the  plan  of  refinancing  but 
made  it  clear  that  the  preparation  of  any  such  projected 
profit  and  loss  statement  of  this  nature  required  the  use 
of  certain  basic  assumptions  which  might  or  might  not 
prove  to  be  correct,  and  a  considerable  amount  of  crystal 
ball  gazing  upon  the  part  of  the  Management. 

Mr.  Carmichael  then  asked  Mr.  Ehrman  to  report  on 
his  efforts  to  date  in  connection  with  the  refinancing  plan. 
Mr.  Ehrman  advised  the  Board  that  he  had  talked  with 
representatives  of  the  banks  and  that  they  were  not  willing 
to  accept  the  original  plan. 

He  said  that  he  and  his  associates  had  given  further 
study  to  the  problem  and  that  he  wished  to  present  to  the 
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Directors  a  refinancing  program  incorporating  several 
variations. 

Accompanying  the  plan  were  charts  setting  out  the 
results  as  it  applied  to  each  variation.  There  followed  a 
great  deal  of  discussion  by  the  Directors  with  many  ques¬ 
tions  asked  of  Mr.  Ehrman.  Air.  Ehrman  pointed  out  that 
his  desire  for  talking  over  the  variations  of  the  plan  was 
simply  to  obtain  a  starting  point  for  negotiations  and  the 
end  result  would  depend  upon  the  developments  of  the 
negotiations. 

Mr.  Ehrman  further  stated  that  he  would  resume  the 
negotiations,  reporting  back  to  the  Board  of  Directors  and 
securing  its  approval  before  any  commitments  of  any  kind 
were  made. 

June  15, 1948 

i 

At  this  point,  Mr.  Fred  Ehrman,  of  Lehman  Brothers, 
joined  the  meeting  and  a  two-hour  discussion  took  place 
during  which  time  the  Board  was  apprised  of  all  develop¬ 
ments  affecting  the  Corporation’s  financial  reorganization 
programs.  The  positions  and  reactions  of  the  various 
interests  to  the  preliminary  plans  for  reorganization  were 
discussed  in  great  detail.  The  major  discussion  centered 
around  the  demands  of  the  creditor  Banks.  Mr.  Ehrman 
reviewed  for  the  Board  a  meeting  which  had  been  held  in 
Pittsburgh  with  representatives  of  said  Banks.  He  stated 
that  at  this  meeting  Mr.  Euler,  Vice  President  of  the 
Mellon  Bank,  said  that  in  his  opinion  the  primary  solution 
to  the  Corporation’s  financial  problems  was  immediate 
merger  with  Braniff.  The  Board  was  advised  that  Mr. 
Euler  was  very  adamant  in  this  position  and  pressed; the 
other  Banks  to  take  a  similar  position  with  regard  to 
merger  with  Braniff  as  the  logical  solution  to  Capital’s 
present  financial  difficulties.  Mr.  Ehrman  said  that  later  in 
the  meeting,  Mr.  Euler  did  compromise  this  position 
slightlv  and  negotiations  were  then  continued.  Mr.  Ehr- 
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man  reported  that  he  was  continuing  discussions  with  the 
other  financial  interests  and  was  seeking  a  basis  on  which 
the  various  issues  could  be  compromised  to  the  satisfaction 
to  all  interests. 

August  24,  1948 

(S)  The  Chairman  then  reviewed  the  history  of  the 
recent  negotiations  with  the  Creditor  Banks  for  the  renewal 
of  the  Corporation’s  bank  loan.  lie  stated  that  as  Mr. 
Ehrman  had  been  directed  by  the  Board  to  coordinate  the 
financial  reorganization  of  the  Corporation,  it  was  deemed 
advisable  for  Mr.  Ehrman  to  conduct  the  bank  loan  renewal 
negotiations. 

Three  weeks  prior  to  the  renewal  date,  the  Creditor 
Banks  informed  Mr.  Ehrman  it  would  be  their  policy  to 
hold  the  note  on  an  overdue  basis.  Because  of  the  serious 
reaction  that  would  result  from  such  action  on  the  Banks’ 
part,  the  Corporation  as  a  last  resort  wrote  up  a  note  con¬ 
taining  an  acceleration  clause  in  the  event  substantial 
moneys  were  received  from  the  sale  of  equipment  or  retro¬ 
active  mail  payments  and  submitted  said  note  to  the  Banks. 
Two  days  before  the  due  date,  the  Banks  advised  that  said 
note  would  be  acceptable  after  minor  revisions  were  made 
and  subsequently  renewed  the  note  of  the  Corporation 
from  July  30  to  November  1,  194S. 

(9)  The  Chairman  then  reviewed  in  chronological  order 
the  action  of  the  Management  since  the  last  Board  of  Direc¬ 
tors  Meeting  in  connection  with  the  financial  reorganization 
program  of  the  Company.  He  stated  that  immediately  after 
the  last  Board  meeting,  the  Mellon  National  Bank  of  Pitts¬ 
burgh  asked  Mr.  Murchison  to  meet  with  their  Counsel  to 
review  all  proceedings  of  the  Corporation  before  the  Civil 
Aeronautics  Board  for  the  purpose  of  determining  if  said 
actions  had  been  prosecuted  to  the  fullest  extent.  It  was 
stated  that  the  Mellon  group’s  position  was  that  in  view 
of  its  creditor  position  it  had  a  right  to  become  a  party  to 
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any  proceeding  before  the  CAB  affecting  the  Corporation 
as  under  their  interpretation  of  the  Civil  Aeronautics  Act 
their  loan  to  the  Corporation  was  guaranteed  under  the 
provisions  of  said  Act.  Mr.  Murchison’s  meeting  with 
Counsel  of  the  Mellon  group  was  then  detailed  and  the 
Board  was  advised  that  after  the  meeting,  it  was  agreed 
that  the  Company  had  adequately  prosecuted  its  various 
actions  before  the  CAB,  and  it  was  concluded  that  all  legal 
measures  possible  to  secure  relief  had  been  utilized. 

A  meeting  between  Messrs.  Carmichael  and  Murchison, 
and  Mr.  Euler,  of  the  Mellon  group,  was  then  reviewed.  It 
was  stated  that  Messrs.  Hann  and  Frawlev  attended  the 
last  four  and  one-lialf  hours  of  this  meeting.  The  Board 
was  advised  that  Mr.  Euler  began  the  meeting  by  stating 
that  no  change  in  the  Mellon  group’s  policy  was  possible. 
Mr.  Carmichael  stated  that  Mr.  Euler  took  the  position  that 
the  only  solution  of  the  Corporation’s  difficulties  was  in 
merger  with  Braniff  Airways,  Inc.  Some  time  was  spent 
by  Mr.  Euler  in  detailing  the  financial  interest  that  the 
Mellon  group  held  in  the  Braniff  organization.  The  meet¬ 
ing  did  provide  the  Management  an  opportunity  to  more 
fully  inform  the  Mellon  group  of  its  activities  but  no 
appreciable  change  in  the  Mellon  position  with  regard  to 
the  immediate  need  for  merger  with  Braniff  was  indicated. 

The  Board  was  then  advised  that  Mr.  Ehrman  had  dis¬ 
cussed  with  Messrs.  Gruenliagen  and  Clark  the  desirability 
of  calling  a  meeting  of  representatives  of  certain  bondhold¬ 
ing  interests  for  the  purpose  of  sounding  out  their  position 
with  regard  to  the  preliminary  plans  for  financial  reorgani¬ 
zation  and  to  advise  them  of  the  progress  being  made  by 
the  Management  of  the  Corporation.  The  meeting  ;  was 
subsequently  called  and  the  Board  was  advised  that  the 
bondholders  in  attendance,  representing  $3,500,000  interest 
in  the  Corporation’s  bonds,  indicated  that  they  would  be 
agreeable  to  an  equitable  reorganization  that  would  permit 
the  Corporation  to  re-equip  with  modern  equipment  j  but 
took  a  strong  position  with  regard  to  any  possible  subordi- 
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nation  of  their  position  with  regard  to  the  Creditor  Banks. 
Also  at  this  meeting,  the  advisability  of  a  leasing  arrange¬ 
ment  to  secure  equipment  was  discussed  and  one  of  the 
bondholders  suggested  a  contact  who  had  under  considera¬ 
tion  a  plan  to  set  up  a  corporation  to  purchase  equipment 
for  lease  or  lease-purchase  arrangements  with  the  airlines. 
The  Board  was  advised  that  Management  had  pursued  this 
suggestion  and  on  the  basis  of  the  preliminary  proposal 
it  appeared  that  the  arrangement  proposed  would  represent 
an  undue  financial  burden  and  would  not  be  to  the  best 
interests  of  the  Corporation,  however,  discussions  were  to 
be  continued.  It  was  stated  that  the  attitude  of  the  manu¬ 
facturing  companies  with  regard  to  the  leasing  of  equipment 
appeared  to  be  stalemated  until  the  findings  of  the  joint 
Civil  Aeronautics  Board  and  the  Reconstruction  Finance 
Corporation  study  were  made  public. 

After  the  bondholders  meeting,  Mr.  Ehrman  was  able 
to  reach  an  agreement  with  the  other  four  Banks  that  the 
reorganization  plan  could  be  worked  out  particularly  in 
view  of  the  indicated  attitude  of  the  bondholders.  Mr. 
Smith,  of  the  Chase  National  Bank,  attempted  at  this  time 
to  secure  the  Mellon  group’s  approval  to  go  along  with  the 
other  Creditor  Banks  and  suggested  that  a  deadline  of 
August  29th  be  set  at  which  time  the  Mellon  group  would 
either  agree  or  submit  an  alternate  proposal.  The  Mellon 
group  then  countered  with  a  meeting  at  which  Messrs. 
Blackburn  and  Brown  of  that  organization  met  with  Messrs. 
Carmichael,  Lochiel  and  Murchison.  At  this  meeting,  a 
plan  was  developed  which  Mr.  Blackburn  indicated  was 
acceptable  to  the  Mellon  interests  and  it  was  the  opinion 
of  the  Management  group  attending  that  it  would  prove 
acceptable  to  other  interests.  Mr.  Blackburn  agreed  to  go 
to  Pittsburgh  and  after  meeting  with  his  principals  to  con¬ 
firm  the  tentative  agreement  reached  at  this  meeting.  The 
next  day,  the  Mellon  group  advised  that  Mr.  Denton  of  that 
organization  had  refused  to  approve  any  plan  until  concrete 
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proof  was  submitted  that  the  Corporation  was  engaged  in 
active  merger  discussions. 

Mr.  Carmichael  then  reported  a  meeting  which  he  had 
with  the  Harris  Trust  Company  when  he  was  in  Chicago 
on  other  matters  and  reported  the  very  favorable  attitude 
of  that  organization  and  their  indicated  willingness  to  go 
along  with  any  plan  that  provided  the  opportunity  to  the 
Corporation  to  improve  its  present  financial  position.  Mr. 
Carmichael  then  summed  up  the  result  of  the  activities 
detailed  above  when  he  stated  that  all  efforts  to  effect  a 
financial  reorganization  had  been  stalemated  in  view  of  the 
Mellon  group’s  position  that  they  will  not  approve  any  plan 
until  active  merger  discussions  are  underwav. 

The  Chairman  then  reported  concerning  recent  merger 
discussions.  He  stated  that,  he  had  contacted  Mr.  ‘Woolman 
of  Delta  Airlines  and  Mr.  Baker  of  National  Airlines  and 
that  both  principals  had  indicated  interest  in  reactivating 
merger  discussions.  In  view  of  the  interest  indicated  on  the 
part  of  these  two  carriers,  it  was  deemed  advisable  to  report 
to  the  Mellon  group  that  the  Corporation  was  actively 
engaged  in  merger  discussions.  In  reporting  this  action  to 
the  Mellon  group,  it  was  deemed  advisable  to  also  point  out 
that  the  other  four  Banks  were  attempting  to  work  out  a 
sound  solution  without  any  restrictive  provisions  with 
regard  to  merger  and  that  informal  meetings  of  the  bond¬ 
holders  indicated  that  they  would  not  approve  any  Braniflf 
merger. 

September  21,  1948 

The  Board  was  advised  that  the  status  of  the  Corpo¬ 
ration’s  attempt  to  effect  a  financial  reorganization  was  the 
same  as  previously  reported  due  principally  to  the  fact 
that  the  principals  representing  the  various  interests  were 
not  available  due  to  the  summer  vacation  period.  It  was 
stated  that  the  Mellon  National  Bank  of  Pittsburgh  had 
intensified  its  efforts  to  force  merger  and  the  Board  was 
advised  of  a  recent  news  release  which  had  emanated  from 
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the  Southwest  indicating  that  merger  with  Braniff  and 
Capital  was  in  its  final  stages.  The  Chairman  advised  that 
subsequent  to  this  release  he  had  had  discussions  with  ( 

Mr.  Braniff  at  which  time  the  restrictive  provisions  of  the 
indenture  were  discussed  and  that  Mr.  Braniff  had  indicated 
his  concern  over  their  possible  effect  on  any  proposed 
merger. 

Mr.  Carmichael  stated  that  Messrs.  Denton  and  Euler 
of  the  Mellon  National  Bank  had  arranged  a  luncheon  for 
Messrs.  Hann  and  Frawley  to  meet  with  Mr.  Braniff.  It  j 

was  stated  that  again  at  this  luncheon  the  Mellon  group  I 

pressed  for  a  merger  agreement  based  on  their  ability  to 
secure  an  informal  commitment  from  the  CAB  with  refer¬ 
ence  to  the  proposed  merger  and  the  route  changes  required 
in  order  that  the  two  route  patterns  could  compliment  each 
other. 

The  Board  was  advised  of  an  impartial  and  detached 
study  which  the  Corporation  had  recently  completed 
exploring  the  potentialities  of  merger  with  Delta  and 
National — or  both — and  Braniff,  the  conclusion  being  that 
either  of  the  first  two  alternatives  being  more  attractive 
than  merger  with  Braniff.  The  Chairman  stated  that  the 
other  creditor  banks  have  indicated  their  impatience  with 
the  position  being  taken  by  the  Mellon  group  and  that  the  * 
Chase  National  Bank  of  New  York  had  called  a  meeting  in 
Detroit  for  September  29th  to  bring  all  creditor  banks  up 
to  date  on  the  proposed  reorganization  in  the  hope  that  the 
present  stalemate  could  be  broken. 

Mr.  Hann  then  reported  in  detail  concerning  the  lunch-  «. 
eon  meeting  which  he  and  Mr.  Frawley  had  attended  with 
Messrs.  Denton,  Euler  and  Braniff.  Preliminary  to  this 
review,  Mr.  Hann  stated  that  it  was  his  position  that  indi¬ 
vidual  members  of  the  Board  should  not  act  on  an  individual 
basis  and  that  pursuant  to  this  position  before  accepting 
the  Mellon  group’s  invitation,  he  had  cleared  and  secured 
complete  approval  of  the  Corporation’s  Management.  He 
stated  that  as  a  result  of  the  conversations,  he  had  con- 
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eluded  that  the  proposal  for  merger  was  not  based  on  the 
merging  of  the  two  systems  as  presently  constituted  as  it 
was  agreed  that  such  merger  would  be  illogical.  The 
thought  was  developed  that  a  merger  of  the  two  companies 
could  be  the  nucleus  for  the  formation  of  a  strong  company. 
It  appeared  that  Mr.  Braniff  and  the  Mellon  group  were 
convinced  that  the  CAB  would  welcome  the  merger  proposal 
if  a  master  plan  for  a  new  route  pattern  would  be  presented. 
It  was  their  strong  belief  that  the  CAB  would  commit  itself 
to  the  development  of  such  an  overall  master  plan.  Mr. 
Hann  stressed  the  fact  that  the  Mellon  group  and  Mr. 
Braniff  appeared  to  be  interested  only  in  merger  if  a  master 
plan  could  be  accomplished  and  that  they  were  not  inter¬ 
ested  in  merging  the  two  companies  in  the  event  that 
present  route  patterns  were  to  remain  unchanged. 

At  the  conclusion  of  Mr.  Hann’s  remarks,  Mr.  Car¬ 
michael  indicated  pessimism  with  regard  to  the  renewal 
of  the  bank  loan  on  an  overdue  basis.  The  Board’s  atten¬ 
tion  was  directed  to  the  serious  implications  of  this  action 
on  the  part  of  the  banks.  It  was  generally  agreed  that 
such  action  would  effect  the  general  credit  position  of  the 
Corporation  and  seriously  damage  public  confidence  in  the 
Corporation’s  operations. 

October  19,  1948  i 

i 

The  Chairman  then  brought  the  Board  up  to  date  on 
the  status  of  the  Corporation’s  financing  program.  The 
Chairman  stated  that  the  creditor  banks  had  called  a  meet¬ 
ing  in  September  for  the  purpose  of  further  familiarizing 
themselves  with  the  current  position  of  the  Corporation. 
In  reporting,  the  Chairman  stated  that  he  had  reiterated 
the  Corporation’s  position  that  merger  w’ould  be  recom¬ 
mended  only  if  it  served  the  best  interests  of  the  Corpora¬ 
tion.  He  stated  that  it  appeared  that  the  meeting  had  been 
called  by  the  banks  in  view  of  the  Mellons’  adamant  position 
with  regard  to  merger  with  Braniff.  In  seeking  to  change 
this  position,  the  other  four  banks  put  extreme  pressure 
on  Mr.  Blackburn,  representing  the  Mellon  interests.  Mr. 
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Smith  of  the  Chase,  carried  back  to  the  original  refinancing 
proposal  presented  and  stated  that  this  plan  with  minor 
modifications  would  have  been  acceptable  to  the  other 
creditor  banks  and  that  the  program  to  re-equip  which 
was  so  vital  to  the  Corporation  had  been  stalemated  by  the 
Mellon  position  of  no  alternative  other  than  merger  with 
Braniff.  In  conclusion,  Mr.  Smith  stated  that  the  present 
Management  had  the  full  confidence  of  the  Chase  group. 
Mr.  Adams,  representing  the  National  Bank  of  Detroit,  con¬ 
curred  in  the  Chase  position.  Mr.  Hinkey,  of  the  Marine 
Midland,  directed  his  remarks  to  the  fact  that  the  action 
of  the  Mellon  group  had  been  obstructive  in  their  refusal 
to  consider  constructive  action  unless  coupled  with  merger 
with  Braniff.  Mr.  Wells,  of  the  Harris  Trust,  substantially 
concurred  in  the  position  of  the  other  banks,  however, 
stating  that  the  Harris  still  did  not  want  to  change  from  a 
creditor  to  an  equity  position.  In  presenting  his  position, 
Mr.  Wells  paid  tribute  to  the  present  Management  of  the 
Corporation.  The  Chairman  stated  that  the  meeting  con¬ 
cluded  without  any  change  in  the  Mellon  position. 

The  Chairman  further  stated  that  he  had  subsequently 
written  Mr.  Euler  advising  of  his  studies  which  the  Manage¬ 
ment  had  conducted  of  merger  potentialities  and  the  finding 
that  a  Braniff  merger  was  the  least  attractive.  In  this 
letter,  Mr.  Euler  was  advised  that  conversations  were  con¬ 
tinuing  with  Delta  and  National  and  the  hope  was  stated 
that  under  these  conditions  the  Mellon  interest  would  see 
its  way  clear  to  renew  the  Corporation’s  note  and  go  along 
with  any  sound  financing  program.  To  date  no  answer  has 
been  received  to  this  letter. 

The  Chairman  reported  that  Mr.  Ehrman  had  felt  it 
advisable  to  immediately  reactivate  the  entire  financing 
program,  particularly  in  view  of  the  approaching  air  mail 
rate  decision.  He  proposed  to  develop  a  new  plan  in  con¬ 
sultation  with  Mr.  Smith  of  the  Chase,  representing  the 
creditor  hanks  and  Mr.  Fred  Kobinson  representing  the 
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bondholders  interest.  The  Board  was  advised  this  group 
would  meet  in  the  coming-  week  and  that  when  agreement 
was  reached  discussions  would  be  held  to  inform  the  trustee 
for  the  bondholders  of  developments. 

The  Board’s  attention  was  directed  to  the  pessimism 
expressed  at  the  last  Board  meeting  with  regard  to  renewal 
of  the  Corporation’s  note.  An  inquiry  of  the  Chase  with 
to  the  possible  effect  of  placing  the  note  on  demand  basis 
was  discussed.  The  Board  was  further  advised  that  Mr. 
Ehrman  had  reported  that  the  Mellon  Bank  had  indicated 
that  they  desired  to  place  the  note  on  an  overdue  basis 
despite  the  interst  of  the  other  banks  in  placing  the  note  on 
a  demand  basis.  A  discussion  then  took  place  concerning 
the  effect  of  placing  the  note  on  a  demand  basis  and  opinion 
was  expressed  that  the  present  note  was  not  too  sound  and 
that  placing  it  on  a  demand  basis  may  simplify  the  three- 
month  renewal  problem,  however,  opinion  was  divided  on 
this  issue. 

At  this  point,  Mr.  Haim  stated  that  in  a  short  conversa¬ 
tion  with  Mr.  Euler  of  the  Mellon,  it  had  been  indicated 
that  Mellon  may  be  agreeable  to  a  three-year  renewal  in  the 
event  a  satisfactory  payment  plan  could  be  developed.  At 
the  conclusion  of  this  discussion,  the  Chairman  polled  the 
Board  on  their  opinion  of  the  detrimental  effect  of  the  note 
being  placed  on  a  demand  basis  and  it  was  the  sense  of  the 
meeting  that  the  Management  should  make  every  effort  to 
have  the  bank  loan  renewed  and  to  include,  if  demanded, 
an  acceleration  clause  in  the  event  of  a  cash  -windfall. 

November  10.  1948 

There  were  also  present  by  invitation :  j 

i 

Messrs.  R.  M.  Averill 
J.  B.  Franklin 
R.  E.  Miller 
Kendrick  Wilson 
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The  Chairman  then  reported  to  the  Board  concerning 
the  progress  of  the  Corporation’s  financial  program.  He 
advised  that  last  minute  conversations  with  Mr.  Smith,  of 
the  Chase,  in  an  effort  to  secure  a  renewal  of  the  Corpora¬ 
tion’s  loan  had  been  unsuccessful  and  that  as  of  November 
1,  194S,  the  Corporation’s  note  in  the  amount  of  $4,000,000 
had  gone  on  a  demand  basis.  The  Board  was  advised  that 
to  date  no  adverse  reaction  from  creditors  and  vendors  had 
been  noted. 

Mr.  Kendrick  Wilson,  of  Lehman  Brothers,  was  then 
introduced  to  the  meeting.  The  Chairman  told  the  Board 
that  Mr.  Ehrman  in  conversations  had  stressed  the  urgency 
of  working  out  agreement  between  all  interests  due  to  the 
imminency  of  the  establishment  of  the  Corporation’s  retro¬ 
active  and  permanent  air  mail  rate.  Proceeding  on  this 
premise,  it  was  stated  a  new  plan  had  been  developed  and 
submitted  to  representatives  of  both  the  banks  and  bond¬ 
holders  and  that  agreement  had  not  been  reached  to  date. 
The  plan  was  then  developed  in  detail  for  the  Board  by 
the  Chairman  who  then  invited  Mr.  Wilson  to  lead  a  dis¬ 
cussion  on  this  subject.  A  lengthy  discussion  then  took 
place  upon  the  conclusion  of  which  the  Chairman  advised 
the  Board  that  Mr.  Smith,  of  the  Chase,  acting  on  behalf 
of  all  creditor  banks,  had  approached  Mr.  Ehrman  with 
a  plan  through  which  the  Corporation  could  cancel  $500,000 
of  the  bank  loan  through  the  issuance  of  Common  Stock 
to  the  creditor  banks  in  that  amount  at  present  market 
prices.  It  was  understood  that  the  creditor  banks  would 
then  exchange  this  Common  Stock  in  the  open  market  for 
bonds.  This  proposal  was  then  discussed  in  great  detail 
and  related  to  the  general  financing  program  of  the 
Corporation. 

December  21,  1948 

The  Chairman  stated  that  the  rate  award  presented  the 
problem  of  the  disposition  of  funds.  He  advised  that  Man¬ 
agement  would  meet  with  Mr.  Ehrman  to  develop  a  program 


555 


Public  Counsel  Exhibit  210. 

to  serve  the  best  interests  of  the  Corporation  before  enter¬ 
ing  into  any  discussions  with  the  bondholders  or  creditor 
banks.  Upon  completion  of  a  program,  it  was  proposed  to 
meet  with  a  representative  bondholders’  committee  and 
then  advise  the  Trustee  of  any  contemplated  action. !  The 
Board  then  read  a  letter  from  General  Counsel  outlining  a 
possible  course  of  legal  action  in  the  event  of  an  overt  act 
oil  the  part  of  any  creditor  interest.  The  Board  was 
advised  that  on  the  basis  of  preliminary  analysis,  it 
appeared  that  the  Corporation,  as  a  result  of  the  award, 
would  have  available  net  income  to  bring  bond  interest 
current. 

j 

January  12, 1949 

There  were  also  present  by  invitation : 

Messrs.  Fred  Ehrman 

Don  Loomis  j 

Dick  Wilson 

*  •  • 

(3)  The  Chairman  reviewed  the  fact  that  the  Corpora¬ 
tion  had  been  engaged  in  almost  constant  negotiations  with 
its  creditor  banks  in  an  effort  to  effect  a  refinancing  plan 
that  would  stabilize  the  Corporation’s  financial  position. 
He  stated  that  the  tempo  of  the  negotiation  had  quickened 
as  a  result  of  the  retroactive  mail  pay  award  of  the  Civil 
Aeronautics  Board  and  that  in  the  negotiations  following 
this  award,  the  creditor  banks  had  requested  a  payment 
of  $2,500,000  on  their  outstanding  loan  of  $4,000,000.  When 
the  Corporation  did  not  meet  this  request,  the  Board  was 
advised  that  on  December  31, 1948,  the  creditor  banks  made 
formal  demand  through  Mr.  George  Smith,  of  the  Chase 
National  Bank,  under  the  provisions  of  their  note  for  pay¬ 
ment  of  $1,000,000.  After  consultation  with  Lehman 
Brothers  and  General  Counsel,  it  was  the  considered  opinion 
of  the  Management  that  the  risk  involved  in  failure  to 
comply  with  the  demand  of  the  creditor  banks  made  it 
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advisable  in  the  best  interest  of  the  Corporation  to  make 
the  $1,000,000  payment  demanded.  However,  payment  was 
conditioned  on  the  creditor  banks  agreeing  to  the  Cor¬ 
poration  depositing  with  the  Trustee  under  the  Indenture 
the  interest  on  the  fifteen-year  3 %%  convertible  income 
debentures  payable  on  April  1,  1949,  in  the  amount  of 
$861,875  representing  deferred  and  unpaid  interest  for  the 
two-year  period  from  October  1,  1946,  to  October  1,  1948, 
and  accrued  interest  for  the  six-month  period  from  October 
1,  1948,  to  April  1,  1949.  The  banks  agreed  to  this  condi¬ 
tion  and  the  Corporation  then  reduced  its  $4,000,000  bank 
loan  by  $1,000,000  and  deposited  $861,875  with  the  Trustee 
for  the  payment  of  interest. 

(4)  There  was  then  submitted  for  Board  consideration 
a  plan  for  refinancing  the  Corporation  as  set  forth  here 
below : 

A — Secure  definitive  approval  of  the  creditor  banks  to 
the  terms  of  this  plan  subject  to  obtaining  necessary 
approval  and  authorization  as  provided  in  B  and  C  below. 

B — Secure  the  approval  of  two-thirds  of  the  Debenture 
holders  to  the  following: 

1 —  Elimination  of  the  present  restrictions  against 
creation  of  debt,  funded  or  otherwise. 

2 —  Elimination  of  the  present  restrictions  against 
mortgaging,  pledging  or  encumbering  of  property. 

3 —  Modification  of  the  formula  for  determination  of 
income  available  for  Debenture  interest  to  include 
in  such  income  the  portion  of  any  payments  made 
in  respect  of  flight  equipment  operated  under 
lease  which,  under  the  terms  of  the  lease,  is 
applicable  to  amortization  of  such  equipment. 

4 —  Modify  provisions  of  the  Indenture  governing 
Sinking  Fund  requirements  so  that 
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(a)  Sinking  Fund  payments  due  May  1,  1950  and 
each  year  thereafter,  so  long  as  any  Deben¬ 
tures  shall  be  outstanding,  shall  be  in  a  maxi¬ 
mum  amount  of  $500,000  each,  provided, 
however,  that  no  such  Sinking  Fund  payment 
shall  in  any  event  exceed  30%  of  the  “Net 
Cash  Earnings”  (as  hereinafter  defined)  of 
the  Company  for  the  fiscal  year  preceding  the 
date  of  such  payment. 

(i)  “Net  Cash  Earnings”  as  to  any  fiscal 
year  of  the  Company  shall  be  defined  as 
the  sum  of  the  following  applicable  to 
such  fiscal  year: 

(x)  The  Company’s  net  profit; 

(y)  depreciation  charges  on  unpledged 
assets;  and 

(z)  The  excess  of  depreciation  applicable 
to  pledged  assets  over  related  amor¬ 
tization  payments  on  any  debt 
secured  by  such  assets; 

less,  however,  the  amount  of  fixed  amortization  payments 
made  to  the  banks  during  such  fiscal  year  pursuant  to  the 
Term  Loan  referred  to  in  D  below. 

(b)  Eliminate  present  provision  making  Sinking 
Fund  obligation  cumulative. 

(c)  Debentures  delivered  by  the  Company  to  the 
Indenture  Trustee  in  lieu  of  cash  will  be 
accepted  by  the  Trustee  for  Sinking  Fund 
purposes  at  the  principal  amount  of  such 
Debentures  rather  than  at  the  cost  thereof  to 
the  Company,  as  presently  provided. 

5 — Provide  that  the  conversion  price  at  which  the 

Debentures  may  be  converted  into  shares  of  Com- 
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mon  Stock  shall  be  $14,288  per  share  for  the  full 
remaining  period  of  the  conversion  privilege. 

C — Call  a  special  stockholders’  meeting  to  authorize 
additional  Common  Stock  so  that  the  number  of  authorized 
Common  Shares  of  Capital  Airlines  shall  be  increased  from 
1,000,000  shares  to  2,000,000  shares.  On  the  basis  of  100% 
conversion  of  the  debentures  at  the  above  rate  this  would 
leave  the  Company  with  approximately  830,000  authorized 
but  unissued  shares. 

D — Upon  securing  the  definitive  approval  of  the  creditor 
banks  pursuant  to  A  above  and  after  receipt  by  the  Com¬ 
pany  of  the  lump  sum  mail  payment 

1 —  The  Company  will  reduce  the  amount  of  the  bank 
loan  to  $2,500,000  by  a  further  payment  of  $500,000 
on  such  loan. 

2 —  Simultaneously  with  this  payment  the  banks  will 
extend  the  demand  note  in  the  remaining  amount 
of  $2,500,000  to  September  30,  1949,  such  extended 
note  to  be  convertible  at  the  option  of  the  Com¬ 
pany  on  or  before  September  30,  1949,  into  a  note 
(herein  called  the  “Term  Note”)  bearing  interest 
at  the  rate  of  3 Mj%  per  annum  with  a  final 
maturity  date  of  June  30,  1954  or,  if  this  Plan 
shall  be  finally  consummated  before  June  30,  1949, 
the  Term  Note  shall  mature  five  years  from  the 
last  day  of  the  month  during  which  this  Plan  is 
consummated. 

3 —  Upon  final  consummation  of  this  Plan  the  Company 
will  further  reduce  its  indebtedness  to  the  banks 
to  $2,000,000  by  making  a  pre-payment  on  the 
extended  note  in  the  amount  of  $500,000. 

4 —  Neither  the  Term  Note  nor  the  extended  note 
above  referred  to  nor  any  loan  agreement  related 
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thereto  shall  contain  any  provisions  inconsistent 

with  the  following : 

(a)  The  Company  will  be  entirely  free  to  create 
additional  funded  debt  in  connection  with  the 
purchase  of  new  equipment,  secured  by  any  or 
all  of  its  assets.  The  Company  will  agree, 
however,  that  it  will  offer  the  banks  the  first 
opportunity  to  supply  such  additional  ftmds 
upon  terms  and  conditions  mutually  satisfac¬ 
tory,  but  if  the  banks  refuse  to  supply  such 
funds  the  Company  will  then  be  free  to  borrow 
from  any  other  lender  on  the  same  terms  as 
offered  to  the  banks  or  on  terms  more  favor¬ 
able  to  the  Company. 

(b)  The  $2,000,000  Term  Note  shall  be  amortized 
as  follows: 

(i)  Fixed  amortization  of  $250,000  per 

annum,  payable  quarterly  over  the  four 
vears  ending  on  the  final  maturitv  date 
of  the  Term  Note.  I 

(ii)  Contingent  amortization  as  follows: 

{ 

(x)  on  or  before  April  1,  1950  and  on  or 
before  each  April  1,  thereafter^  a 
further  payment  equal  to  20%  of  Net 
Cash  Earnings  of  the  Company  for 
the  fiscal  year  preceding  such  April 
1,  shall  be  made.  As  used  herein  the 
term  “Net  Cash  Earnings”  shall;  be 
defined  as  set  forth  in  B4(a)(l) 
above. 

(y)  an  additional  amount  equal  to  25% 
of  the  net  cash  proceeds  (after  taxes, 
if  anv)  of  the  sale  of  any  of  the  Com- 
pany’s  surplus  equipment,  payable 
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when  realized.  For  the  purpose  of 
this  provision  the  term  “Surplus 
Equipment”  means  equipment  which 
is  no  longer  used  or  useful  in  the 
Company’s  operations  and  which  is 
not  to  be  replaced  with  similar  equip¬ 
ment  (other  than  the  10  Convair  240 
airplanes  presently  proposed  to  be 
acquired)  within  six  months  after 
sale  thereof. 

(e)  The  Company  shall  be  entitled  to  prepay  any 
amount  due  under  the  Term  Note  at  any  time 
without  penalty. 

E — Prior  to  May  1,  1949  the  Company  will  satisfy 
accrued  Sinking  Fund  requirements  under  the  Indenture, 
payment  of  which  is  due  May  1,  1949.  Since  the  Plan  con¬ 
templates  modification  of  the  Indenture  to  permit  satis¬ 
faction  of  these  requirements  by  delivery  to  the  Trustee 
of  Debentures  at  the  principal  amount  thereof,  as  well  as 
by  cash,  the  exact  amount  of  cash  which  will  be  required 
for  this  purpose  is  not  determinable  at  this  time;  but  if 
Debentures  could  not  be  purchased  at  less  than  the  prin¬ 
cipal  amount  thereof  the  amount  required  for  this  purpose 
on  May  1,  1949  would  be  $1,353,085.  The  Company  expects 
to  meet  this  requirement  insofar  as  possible  by  prior 
purchases  of  Debentures  and  delivery  thereof  to  the  Trus¬ 
tee  in  lieu  of  cash. 

A  long  discussion  then  ensued  in  which  every  phase  of 
the  plan  was  explored  in  great  detail;  then  upon  motion 
duly  made  by  Mr.  Couchman,  seconded  by  Mr.  Frawley,  it 
was  unanimouslv 

Resolved  that  the  Plan  for  refinancing  the  Cor¬ 
poration  as  submitted  be  approved  subject  to 
changes  and  limitations  incorporated  at  the  discre¬ 
tion  of  the  Management  including  the  following 
changes  and  limitations: 

(a)  Provide  that  the  conversion  price  at  which 
the  Debentures  may  be  converted  into  shares 


561 


Public  Counsel  Exhibit  210. 


(b) 


of  Common  Stock  shall  be  $12.50  per  share 
for  the  full  remaining  period  of  the  conver¬ 
sion  privilege. 

Retain  the  present  provisions  making  Sinking 
Fund  obligation  cumulative. 


(c)  Upon  payment  of  the  present  bank  note  out¬ 
standing  the  Sinking  Fund  payment  shall 
revert  to  50%  of  the  “Net  Cash  Earnings” 
of  the  Company  for  the  fiscal  year  preceding 
the  date  of  such  payment. 

(d)  In  the  event  the  refinancing  plan  is  not 
approved  by  May  1,  1949,  but  is  subsequently 
approved,  the  Indenture  will  be  amended  so 
as  to  provide  that  Debentures  delivered  by 
the  Company  to  the  Indenture  Trustee  in  lieu 
of  cash  as  of  May  1,  or  any  subsequent  May 
1,  will  be  accepted  by  the  Trustee  for  Sinking 
Fund  purposes  at  the  principal  amount  of 
such  Debentures  rather  than  at  the  cost 
thereof  to  the  Company  as  presently  pro¬ 
vided. 


(5)  The  Board  was  advised  that  pursuant  to  the 
requirements  of  Section  13(a)  and  other  pertinent  sections 
of  the  Trust  Indenture  securing  the  fifteen-year  3%%  con¬ 
vertible  income  debentures  of  the  Corporation,  the  Board 
of  Directors  were  required  to  make  a  determination  of  the 
Corporation’s  Available  Net  Income  for  the  purpose  of 
payment  of  interest  on  said  debentures.  Financial  state¬ 
ments  were  then  submitted  to  the  Board  and  after  dis¬ 
cussion,  upon  motion  duly  made  by  Air.  Monro,  seconded 
by  Mr.  Gruenhagen,  it  was 

Resolved  that  acting  pursuant  to  the  requirements 
of  Section  13(a)  and  other  pertinent  sections  of  the 
Trust  Indenture  securing  the  fifteen-year  314%  con¬ 
vertible  income  debentures  of  the  Corporation,  the 
Board  of  Directors  hereby  determines  as  follows; 
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1.  (a)  During  the  calendar  year  1948  the  Corpora¬ 

tion  had  Available  Net  Income,  computed  in 
the  manner  established  by  the  Trust  Inden¬ 
ture,  for  the  purpose  of  payment  of  interest 
on  said  Debentures,  in  the  amount  of 
$3, 3S5, 214.58  after  including  in  the  calcula¬ 
tion  thereof  additional  retroactive  air  mail 
compensation  applicable  to  the  period  from 
January  14,  1947  to  December  31,  1947. 

(b)  During  the  calendar  year  1948  the  Corporation 
had  Available  Net  Income,  computed  in  the 
manner  established  by  the  Trust  Indenture,  for 
the  purpose  of  making  sinking  fund  payments, 
in  the  amount  of  $1,SS7,26S.97  after  including 
in  the  calculations  thereof  the  additional  retro¬ 
active  air  mail  compensation  applicable  to  the 
period  from  January  14,  1947  to  December 
31,  1947. 

2.  (a)  The  amount  of  interest  payable  on  April  1, 

1949  is  $861,875.00  representing  deferred  and 
unpaid  interest  for  the  two-year  period  from 
October  1,  1946  to  October  1,  1948  in  the 
amount  of  $6S9, 500.00,  and  accrued  interest  for 
the  six-month  period  from  October  1,  1948  to 
April  1,  1949  in  the  amount  of  $172,375.00. 

(b)  The  amount  of  interest  payable  on  October  1, 
1949  is  $172,375.00  representing  accrued  inter¬ 
est  for  the  six-month  period  from  April  1,  1949 
to  October  1, 1949. 

3.  The  amount  to  be  paid  to  the  Trustee  for  the 
sinking  fund  is  $1,353,085.00. 

4.  The  President  or  the  Vice  President  and  Treas¬ 
urer  is  hereby  authorized  and  directed  to  deliver 
to  the  Manufacturers  Trust  Company,  Trustee 

(a)  On  or  before  April  1,  1949  funds  in  the 
amount  of  $861,875.00  for  the  payment  of 
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interest  by  the  Trustee  on  April 
and 


1,  1949 


(b)  On  or  before  October  1,  1949  funds  in  the 
amount  of  $172,375.00  for  the  payment  of 
interest  by  the  Trustee  on  October  1, 1949 
and 


(c)  On  or  before  May  1,  1949  cash  funds  or 
Debentures  in  lieu  of  cash  funds,  as  pro¬ 
vided  in  Section  17  of  the  Trust  Indenture 
and  any  amendment  thereto,  sufficient  to 
satisfy  the  sinking  fund  requirements. 


(5)  The  Chairman  stated  that  in  connection  with  the 
proposed  refinancing  plan  it  will  be  necessary  to  call  a 
special  stockholders’  meeting  to  authorize  additional  Com¬ 
mon  Stock  of  the  Corporation  so  that  the  number  of  author¬ 
ized  Common  Shares  of  the  Corporation  shall  be  increased 
from  1,000,000  to  2,000,000  shares.  After  discussion,  upon 
motion  duly  made  by  Mr.  Hann,  seconded  by  Mr.  Frawley, 
it  was  unanimously 

I 

Resolved  that  the  Board  of  Directors  declares  it 
advisable  that  the  Certificate  of  Incorporation  of  the 
Corporation  he  amended  so  as  to  increase  the  author¬ 
ized  number  of  shares  of  Common  Stock  from 
1,000,000  to  2,000,000  shares,  and  be  it  further 

Resolved  that  a  special  meeting  of  the  stockholders 
of  the  Corporation  be  and  the  same  hereby  is  called 
for  the  purpose  of  taking  action  with  respect  to  the 
foregoing  proposed  amendment  to  the  Certificate  of 
Incorporation,  the  date  of  said  meeting  to  be  subject 
to  the  discretion  of  the  Management  of  the  Corpora¬ 
tion,  and  he  it  further  i 

Resolved  that  the  record  date  for  the  determination 
of  stockholders  entitled  to  notice  of  and  to  vote  at 
said  meeting  be  fixed  at  the  discretion  of  the  Manage¬ 
ment  of  the  Corporation  concurrently  with  the  fixing 
of  the  date  for  the  special  meeting  of  the  stockholders. 
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(6)  The  Chairman  stated  that  in  connection  with  the 
proposed  refinancing  plan  it  would  be  necessary  to  secure 
the  approval  of  two-thirds  of  the  Debenture  holders  to  the 
proposed  changes  in  the  Indenture.  After  discussion,  upon 
motion  duly  made  by  Mr.  Hann,  seconded  by  Mr.  Frawlev, 
it  was  unanimously 

Resolved  that  there  be  directed  to  the  Trustee  a 
written  request  to  call  a  meeting  of  the  holders  of 
Debentures  for  the  purpose  of  consenting  to  the 
execution  of  a  supplemental  Indenture  in  conformity 
with  Section  71  (3)  and  Section  73  of  the  Indenture 
dated  as  of  September  1,  1945,  such  supplemental 
Indenture  to  contain  the  amendments  proposed  in 
the  refinancing  plan  herein  above  set  forth. 

(7)  The  Board  then  considered  the  advisability  of 
employing  the  services  of  Georgeson  &  Company  to  assist 
Management  in  the  solicitation  of  proxies  for  the  special 
stockholders  meeting  and  to  secure  assents  from  the  holders 
of  Debentures  to  the  proposed  changes  in  the  Indenture. 
It  was  stated  that  Georgeson  had  indicated  as  maximum 
figures  for  the  employment  of  its  services  the  sums  of 
$10,000  to  secure  bondholders’  assents  and  $1,500,  plus 
expenses  not  to  exceed  $2,500,  to  secure  proxies.  The  Board 
was  advised  that  both  quotations  were  subject  to  further 
negotiation.  After  discussion,  upon  motion  duly  made  by 
Mr.  Stockton,  seconded  by  Mr.  Frawlev,  it  was  unanimously 

Resolved  that  the  firm  of  Georgeson  &  Company  he 
employed  at  a  fee  not  to  exceed  $15,000  for  the  pro¬ 
pose  of  assisting  Management  in  securing  proxies 
for  the  special  stockholders’  meetings  and  assents 
of  holders  of  Debentures  to  the  proposed  changes  in 
the  Indenture. 

(8)  The  Chairman  then  read  a  letter  addressed  to  the 
Corporation  by  the  National  Bank  of  Detroit  setting  forth 
the  fact  that  it  wished  to  withdraw  from  its  present  creditor 
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position  as  soon  as  possible  and  suggested  that  its  present 
outstanding  note  be  amended  to  contain  the  provisions  that 
would  permit  the  Bank  at  any  time  prior  to  September  30, 
1949  (the  maturity  date  of  the  notes  to  be  given  the  banks 
upon  acceptance  by  them  of  the  plan  for  refinancing)  to 
convert  said  note  into  Common  Stock  of  the  Corporation 
at  the  average  market  price  during  the  ten  days  preceding 
the  conversion  date.  The  Chairman  was  directed  to  advise 
the  Bank  that  its  proposed  plan  was  not  acceptable. 

i 

(9)  A  lengthy  discussion  then  ensued  concerning  the 
advisability  of  the  Corporation  purchasing  bonds  imme¬ 
diately  in  the  open  market  for  application  against  the  Sink¬ 
ing  Fund  provision  of  the  Indenture.  After  a  thorough 
and  complete  analysis  of  the  legal  position  of  the  Corpora¬ 
tion  in  taking  such  action  at  this  time  when  constructive 
payment  of  interest  had  been  made,  it  was  deemed  advis¬ 
able  to  defer  any  purchase  of  bonds  until  after  April  1, 
1949.  Management  was  authorized,  in  its  discretion,  to 
obtain  a  “call”  on  any  amount  of  bonds  (not  to  exceed 
$1,000,000  par  value)  which  it  deemed  advisable  to  pur¬ 
chase  between  April  1  and  May  1,  1949,  for  the  purpose  of 
satisfying  the  Sinking  Fund  requirements,  or,  in  the  dis¬ 
cretion  of  Management,  defer  all  such  bond  purchases  until 
after  April  1,  1949. 

February  15, 1949 

The  Chairman  stated  that  little  progress  had  been  made 
in  resolving  the  Corporation’s  refinancing  program  since 
the  January  12, 1949,  meeting  of  the  Board.  He  stated  that 
at  the  conclusion  of  the  January  12th  meeting,  a  report  was 
made  to  the  creditor  banks  setting  forth  the  action  of  the 
Board  at  that  meeting.  It  was  stated  that  four  of  the 
creditor  banks  were  substantially  in  agreement  with  the 
program  approved  at  that  meeting,  however,  the  Mellon 
group  opposed  the  plan  as  it  was  their  position  that  the 
right  to  pledge  assets  contained  in  the  plan  would  subordi¬ 
nate  their  position  to  the  detriment  of  their  interest.  The 
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Chairman  detailed  many  conversations  with  the  Mellon 
group  and  stated  that  these  conversations  culminated  in  a 
meeting  on  January  26th,  1949,  with  Mr.  Denton,  represent¬ 
ing  the  Mellon  group.  Mr.  Carmichael  was  accompanied 
by  Mr.  Don  Loomis  of  Lehman  Brothers  and  Mr.  Hann. 
Mr.  Carmichael  reported  that  no  agreement  was  reached 
at  this  meeting  and  that  Mr.  Denton  took  the  position  that 
the  present  plan  containing  a  provision  for  the  pledge  of 
assets  would  not  be  acceptable  and  it  was  apparent  that  the 
Mellon  group  would  not  retreat  from  this  position. 

He  then  stated  that  a  most  constructive  meeting  was 
held  with  the  other  four  banks  and  it  was  indicated  that 
they  might  go  along  with  the  plan  without  the  Mellon 
group.  At  this  meeting,  the  Corporation  agreed  to  amend 
the  provisions  in  the  proposed  refinancing  plan  granting 
the  right  to  pledge  $3,000,000  of  the  Corporation’s  assets 
and  proposed  as  an  alternative  proposal  that  when  the  Cor¬ 
poration  reduced  its  debt  to  $8,362,000  that  it  then  be 
granted  the  right  to  pledge  $2,000,000  in  assets.  Assuming 
that  the  refinancing  and  equipment  lease  program  was 
placed  in  operation,  the  Chairman  said  there  was  every 
indication  that  the  $8,362,000  figure  would  be  arrived  at 
within  eighteen  months  which  would  permit  ihe  purchase 
of  leased  equipment  with  a  minimum  premium.  The  four 
banks  then  presented  the  amended  program  to  the  Mellon 
group  who  then  agreed  to  go  along.  This  marked  the  first 
time  that  the  five  banks  were  in  agreement  with  regard  to 
a  refinancing  program. 

The  Chairman  stated  that  it  was  indicated  that  some 
problem  would  be  encountered  with  the  bondholders  as 
some  opposition  to  the  plan  was  centering  upon  the  pro¬ 
posed  lease  program  as  it  was  the  opinion  of  certain  bond¬ 
holders  that  the  lease  program  as  presently  constituted 
would  adversely  affect  their  position.  A  further  objection 
was  based  on  a  position  that  at  this  time  there  was  no 
necessity  of  resolving  a  refinancing  program  as  in  the  opin¬ 
ion  of  these  bondholders  it  was  questionable  as  to  whether 
the  Corporation  needed  new  equipment. 
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AMERICAN  EXPORT  LINES,  INC. 

r  i 

List  of  Stockholders  Owning  More  Than 
1  %  of  Its  Voting  Capital  Stock 

No.  of  %  to  Total 

Shares  of  No.  of  Shares 

Common  Stock  Outstanding 

60,000  Amexport  Incorporated  .  5.0 

16, $15  Bachc  &  Co .  1.4 

148,750  Charles  U.  Bay .  12.4 

‘30,000  Harriet  E.  Coverdale,  John  J.  O’Brien  j 

and  City  Bank  Farmers  Trust  Co., 

Executors  .  2.5 

15,000  W.  II.  Coverdale .  1.25 

17,500  Dixon  &  Co .  1.46 

16,440  Dominick  &  Dominick .  1.37 

18,750  Excess  Reinsurance  Company  of  Amer¬ 
ica  .  1.56 

26,424  A.  M.  Kidder  &  Co .  2.2 

23,700  King  &  Co .  1.98 

21,200  Manuel  E.  Kulukundis .  1.77 

15,000  Adele  L.  Lehman,  Richard  J.  Bernhard, 

Benjamin  J.  Buttenweiser  and  John  > 

L.  Loeb,  Trustees  .  1.25 

138,045  Lehman  Bros .  11.5 

17,500  Marsh  &  McLennan  Incorporated .  1,46 

28,950  Olen  &  Co .  2.41 

94,315  Salkeld  &  Co .  7.86 

Stockholders  of  record  May  4,  1950.  Total  No.  of  shares  of 
Common  Stock  authorized  and  outstanding  1,200,000. 
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Introductory  Note 

1.  These  tables  show  financings  for  the  years  1935-1949 
inclusive  (with  certain  exceptions  mentioned  below)  by 
companies  which  had  a  partner  of  Lehman  Brothers  as  an 
officer  or  director  during  a  period  of  one  year  before  to  one 
year  after  the  date  of  offering. 

2.  The  data  as  to  offices  and  directorships  held  by 
Lehman  partners  have  been  supplied  to  Public  Counsel 
bv  Lehman  Brothers.  Public  Counsel  are  informed  that 
the  data  are  incomplete  because  Lehman  Brothers  did  not 
keep  complete  records  on  the  subject  until  recently.  How¬ 
ever,  since  it  appears  that  the  documentary  data  supplied 
by  Lehman  Brothers  cover  most  of  the  offices  and  director¬ 
ships  held  by  the  Lehman  partners  during  the  years  1935- 
1949  inclusive,  and  since  more  complete  data  could  be 
obtained  only  by  calling  each  member  of  the  firm  to  testify 
orally,  this  exhibit  has  been  based  solely  on  the  documen¬ 
tary  data. 

3.  The  information  as  to  financings  is  taken  from  the 
“Issue  Registers”  and  “Issue  Data  Sheets”  which  were 
prepared  by  the  Department  of  Justice  and  the  seven¬ 
teen  investment  banking  defendants  (including  Lehman 
Brothers)  for  use  in  the  antitrust  action,  U.  S.  v.  Morgan 
et  al. 

The  Issue  Registers  purport  to  list  all  major  financings 
for  the  vears  1935-1949  inclusive.  Thev  are  divided  into 

w  * 

eleven  categories  which  are  designated  by  the  letters  A 
through  K  inclusive.  The  Issue  Data  Sheets  consist  of 
one  page  for  each  issue  listed  in  Issue  Registers  A,  E, 
and  F.  The  Issue  Data  Sheets  have  been  used  wherever 
available  because  they  contain  more  complete  information 
than  the  Issue  Registers. 

Table  I  covers  the  financings  listed  in  Issue  Registers 
A,  E,  and  F,  which  contain  respectively  New  Underwritten 
Issues,  Registered  Underwritten  Secondary  Issues,  and 
Non-Registered  Underwritten  Secondary  Issues  (exclusive 
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of  railroad  issues,  eleemosynary  issues,  equipment  trust 
certificates,  and  issues  of  less  than  $1,000,000).  However, 
the  information  in  Table  I  has  actually  been  taken  from 
the  Issue  Data  Sheets  since  they  alone  give  the  percentage 
participation  of  the  various  investment  banking  firms  which 
were  not  managers  of  the  issue.  j 

Table  II  covers  the  financings  listed  in  Issue  Register  B 
which  contains  New  Xon-Underwritten  Public  Offerings  of 
$1,000,000  and  over  (except  for  R.  R.,  Eq.  Tr.  Ctfs., 
and  Elee.). 

Table  III  covers  financings  listed  in  Issue  Register  C 
which  contains  New  Private  Placements  of  $1,000,000  and 
over  (except  for  R.  R.,  Eq.  Tr.  Ctfs.,  and  Elee.). 

Issue  Registers  D  (Public  Sealed  Biddings)  and  G 
(Dom.  R.  R.  and  Eq.  Tr.  Ctfs.)  do  not  contain  any  financ¬ 
ings  by  companies  in  which  a  Lehman  partner  holds  an 
office  or  directorship.  No  attempt  has  been  made  to  list 
issues  of  less  than  $1,000,000  (Issue  Registers  I  and  J). 
Issue  Registers  II  (Eleemosynary  Issues)  and  K  (Issues 
of  Public  Authority)  have  been  omitted  for  obvious 
reasons. 

4.  It  is  obvious  that  this  exhibit  contains  two  possible 
sources  of  error.  The  first  has  already  been  noted — the 
incompleteness  of  the  data  as  to  offices  and  directorships 
held  by  members  of  the  firm  of  Lehman  Brothers.  On  this 
point,  Public  Counsel  are  prepared  to  revise  the  exhibit 
to  include  any  additional  data  supplied  by  Lehman 
Brothers. 

The  second  source  of  error  is,  of  course,  inaccurate 
transcription  of  the  data  as  to  offices  and  directorships 
supplied  by  Lehman  partners  or  inaccurate  transcription 
of  the  data  on  the  Issue  Registers  or  Issue  Data  Sheets. 
It  is  assumed  that  respondent  will  check  the  exhibit  and 
advise  Public  Counsel  of  any  inaccuracies.  The  exhibit  will 
be  revised  to  correct  such  inaccuracies. 

In  view  of  the  nature  of  the  exhibit,  Public  Counsel 
intend  to  offer  it  without  a  sponsoring  witness. 
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TABLE  I 

New  Underwritten  Issues,  Registered  Underwritten  Secondary  Issues,  and  Non-Registered 

Underwritten  Secondary  Issues 

Date  of 


Offering 

Corporate  Title  of  Issuer 

Description  of  Issue 

Amount 

Managers 

Lehman  Participation 

Lehman  Partner 

Official  Position 

From 

3/29/46 

American  Potash  &  Chemical  Corp . 

Class  B  Stock — no  par  value . 

Sold  by  Alien  Property  Custodian 

$16,736,790 

Glore  Forgan  &  Co. 

Kuhn  Loeb  &  Co. 

Lehman  Bros. 

Y  es — Competitive 
Bid 

Glazier 

Director 

10/  2/46 

3/18/47 

American  Potash  &  Chemical  Corp . 

Cum.  Pfd. — no  par  value . 

7,000,000 

Glore  Forgan  &  Co. 

Yes 

Glazier 

Director 

10/  2/46 

10/26/45 

Aviation  Corporation  (now  Avco  Mfg.  Corp.) . 

Cum.  Com.  Pfd. — no  par  value . 

14,483,750 

Emanuel  &  Co. 

Lehman  Bros. 

Yes 

Hertz 

Director 

7/25/46 

8/17/36 

Allied  Stores  Corp . — 

Debentures — due  1951 . 

4,500,000 

Lehman  Bros. 

Yes 

Mazur 

Szold 

Director 

Dir.  &  Mem.  Ex. 
Com. 

1/  7/29 
5/  2/32 

9/  7/45 

Allied  Stores  Corp - - - - 

Cum.  Pfd. — $100  par  value . 

20,000,000 

Lehman  Bros. 

Yes 

Mazur 

Szold 

Dir.  &  Mem.  Ex. 
Com. 

5/  2/32 

6/18/46 

Allied  Stores  Corp . 

Com. — no  par  value . 

12,118,480 

Lehman  Bros. 

Yes 

Mazur 

Szold 

Dir.  &  Mem.  Ex. 
Com. 

5/  2/32 

1/23/47 

B.  T.  Babbitt,  Inc . 

Com. — $1  par  value . 

1,155,000 

Goldman  Sachs 

Lehman  Bros. 

Wertheim 

Yes 

Ehrman 

Director 

11/15/46 

1/23/47 

B.  T.  Babbitt,  Inc . 

Com. — $1  par  value . 

2,483,897 

Goldman  Sachs 

Lehman  Bros. 

Wertheim 

Yes 

Ehrman 

Director 

11/15/46 

9/23/42 

Burlington  Mills  Corporation . 

Cum.  Conv.  Pfd. — no  par  value . 

2,562,500 

Lehman  Bros. 

Yes 

Hammcrslough 

Director 

6/18/42 

3/  3/43 

Burlington  Mills  Corporation . 

Cum.  Pfd. — $100  par  value . 

6,792,500 

Kidder  Peabody  &  Co. 
Lehman  Bros. 

Yes 

Hanuncrslough 

Director 

6/18/42 

7/  3/45 

Burlington  Mills  Corporation . 

4%  Pfd. — $100  par  value . 

15,6001000 

Kidder  Peabody  &  Co. 

No 

Hammcrslough 

Director 

6/18/42 

12/23/40 

4/13/44 

Bond  Stores,  Inc . .. 

Bond  Stores,  Inc. . . . . 

Common — $1  par  value . 

4j/2%  Conv.  Cum.  Pfd. — $100  par 
value  . 

1,753,125 

6,330,000 

Lehman  Bros. 

Wertheim  &  Co. 

Lehman  Bros. 

Wertheim  &  Co. 

Yes 

Yes 

Hancock 

Hancock 

Director 

Director 

4/  9/40 

4/  9/40 

9/12/45 

A.  S.  Beck  Shoe  Corp . 

Cum.  Pfd. — $100  par  value . 

3,904,600 

Lehman  Bros. 

Wertheim  &  Co. 

Yes 

Szold 

Director 

7/18/45 

6/25/37 

Ciuett,  Peabody  &  Co . - . . . . 

Com. — $6.50  stated  value . 

2,485,428 

Goldman  Sachs  &  Co. 

No 

Hancock 

Director 

1/  7/25 

9/18/43 

Commercial  Investment  Trust  Corp.  'name  changed 
to  C.I.T.  Financial  Corp.  1945) . . 

Com. — no  par  value . 

2,992,500 

Merrill,  Lynch,  P.  F.  &  B. 

No 

Robert  Lehman 

Director 

6/26/44 

4/27/45 

C.I.T.  Financial  Corp . .  . 

Com. — no  par  value . 

1,442;675 

E.  F.  Hutton  &  Co. 

Shields  &  Co. 

Unknown 

Robert  Lehman 

Director 

11/26/46 

4/13/49 

C.I.T.  Financial  Corp _ _ _ 

Debentures — due  1959  . 

49,675,000 

Dillon  Read  &  Co.,  Inc. 
Kuhn  Loeb  &  Co. 

Lehman  Bros. 

Yes 

Robert  Lehman 

Director 

11/26/46 

4/  8/36 

Flintkote  Company  . . . . 

Com. — no  par  value . 

15,621,511 

Lehman  Bros. 

Yes 

Hancock 

Dir.  &  Ch.  Ex. 

5/8/36 

Com. 


Thomas  Director  4/16/36 


To 

11/24/47 


9/  6/44 
9/  6/44 

9/  6/44 

3/20/47 

8/20/37 


2/  2/44 
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Date  of 
Offering 

6/  3/41 
5/18/43 

5/  2/44 

3/29/4 5 

4/  7/46 

8/20/36 

6/  /44 

6/16/41 

6/28/43 

10/26/45 

5/  4/38 

3/  /41 
S/  /43 
6/  1/44 
3/  5/45 
"/  1/47 

8/  S/45 
5/12/4S 

S/23/49 

5/13/47 

9/10/41 

6/11/47 

10/20/44 

10/20/44 

10/27/44 


Corporate  Title  of  Issuer 

Flintkote  Company . 

Flintkote  Company . 


Flintkote  Company . . 

Flintkote  Company . . 

Flintkote  Company . 

Federated  Department  Stores,  Inc . 

Federated  Department  Stores,  Inc . 

Gar  Wood  Industries . 

Gar  Wood  Industries . 

Gar  Wood  Industries . . 

General  Foods  Corp . 

General  Foods  Corp . 

General  Foods  Corp . 

General  Foods  Corp . 

General  Foods  Corp . 

General  Foods  Corp . . 

W.  T.  Grant  Company . 

Halliburton  Oil  Well  Cementing  Company. 

Halliburton  Oil  Well  Cementing  Company. 

Interstate  Department  Stores,  Inc . 

Jewel  Tea  Company . . . . 

Jewel  Tea  Company . 

Kimberly-Clark  Corp . 

Kimberly-Clark  Corp - - - - 

Kimberly-Clark  Corp _ _ 


Description  of  Issue 

Amount 

Managers 

Lehman  Participation 

Lehman  Partner 

Official  Position 

From 

To 

Cum.  Pfd. — no  par  value . 

.  $  4,020,000 

Lehman  Bros. 

1  Hancock 

Dir.  &  Mem.  Ex. 
Com. 

5/  8/36 

15  yr.  Deb.  due  1958 . 

3,060,000 

Lehman  Bros. 

Yes  \ 

Thomas 

1 

Dir. 

Dir.  &  Mem.  Ex. 
Com. 

4/16/36 

3/27/46 

2/  2/44 

Com. — no  par  value . 

3,568,530 

Lehman  Bros. 

< 

Yes 

) 

Cum.  Pfd. — no  par  value . 

8,025,000 

Lehman  Bros. 

Yes  | 

f 

Com. — no  par  value . 

6,225,000 

Lehman  Bros. 

Yes 

\ 

Conv.  Pfd. — $100  par  value . 

.  13,000,000 

Lehman  Bros. 

Yes 

Mazur 

Natelson 

Dir. 

Sec.  to  Ex.  Com. 

10/  1/36 

10/  1/37 

6/30/40 

Com. — no  par  value . 

1,140,563 

Allen  &  Co. 

Unknown 

Mazur 

Natelson 

Dir. 

Sec.  to  Ex.  Com. 

10/  1/36 

10/  1/37 

6/30/40 

Com. — $1  par  value . 

Com. — $1  par  value . 

1,691,000 

1,175,000 

John  J.  Bergen  &  Co.,  Ltd. 
Emanuel  &  Co. 

Emanuel  &  Co. 

No 

No 

Callery 

(since  1/1/50) 
Callery 
(since  1/1/50) 

Dir. 

Dir. 

4/  /42 

4/  /42 

Cum.  Conv.  Pfd . 

3,710,000 

Blair  Sc  Co.,  Inc. 

Emanuel  &  Co. 

Lehman  Bros. 

Yes 

Callery 

(since  1/1/50) 

Dir. 

4/  /42 

Cum.  Pfd.  Stock . 

.  15,150,000 

Goldman  Sachs  &  Co. 

Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

6/25/30 

Com. — no  par  value . 

1,033,487 

E.  F.  Hutton  &  Co. 

Unknown 

Robert  Lehman 

Dir. 

6/25/30 

Com. — no  par  value . 

2,050,000 

Fahnestock  &  Co. 

Unknown 

Robert  Lehman 

Dir. 

6/25/30 

Com. — no  par  value . 

3,249,025 

Goldman  Sachs  &  Co. 

Yes 

Robert  Lehman 

Dir. 

6/25/30 

Com. — no  par  value . 

1,908,262 

Goldman  Sachs  &  Co. 

Yes 

Robert  Lehman 

Dir. 

6/25/30 

Cum.  Pfd. — no  par  value . 

.  25,125,000 

Goldman  Sachs  &  Co. 

Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

6/25/30 

Cum.  Pfd. — $100  par  value . 

.  15,000,000 

Lehman  Bros. 

Yes 

Hancock 

Dr. 

5/24/29 

Com. — $4  par  value . 

.  17,000,000 

Blyth  &  Co. 

Lehman  Bros. 

Yes 

Thomas 

Dir. 

7/  1/48 

Com. — $4  par  value . 

1,520,000 

First  Boston  Corp. 

No 

Thomas 

Dir. 

7/  1/48 

Common  . 

1,2S0,S48 

Lehman  Bros. 

Yes 

Szold 

Dir. 

3/17/29 

Cum.  Pfd. — $100  par  value . 

5,250,000 

Goldman  Sachs  &  Co. 

Lehman  Bros. 

Yes 

Hancock 

Hancock 

Dir. 

Ch.  Bd. 

Ch.  Bd. 

12/  9/19 
1924 

4/  5/48 

5/26/42 

Cum.  Pfd. — $100  par  value . 

7,725,000 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Yes 

Hancock 

Ch.  Bd. 

4/  5/48 

5/26/42 

Cum.  Pfd. — $100  par  value . 

3,287,789 

Hallgarten  &  Co. 

Lehman  Bros. 

Wisconsin  Co. 

Yes 

Hancock 

Dir. 

12/16/30 

Com. — no  par  value . 

3,198,720 

Hallgarten  &  Co. 

Lehman  Bros.,  Wisconsin  Co 

Yes 

Hancock 

Dir. 

12/16/30 

Com. — no  par  value . 

1,737,360 

Hallgarten  &  Co. 

Lehman  Bros. 

Yes 

Hancock 

Dir. 

12/16/30 

Wisconsin  Co. 
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Date  of 


Offering 

11/21/46 

Corporate  Title  of  Issuer 

Kimberly-Clark  Corp . 

Description  of  Issue 

Cum.  Conv.  Second  Pfd. — $100 
par  value  . 

Amount 

$  7,105,000 

Managers 

Hallgarten  &  Co. 

Lehman  Bros. 

Wisconsin  Co. 

Lehman  Participation 

Yes 

Lehman  Partner 

Hancock 

Official  Position 

Dir. 

From 

12/16/30 

To 

7/16/47 

Kimberly-Clark  Corp . 

Com.  without  par  value . 

7,462,500 

Blyth  &  Co.,  Inc. 

No 

Hancock 

Dir. 

12/16/30 

2/11/41 

S.  H.  Kress  &  Company . 

Common  Stock  . 

6,500,000 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Yes 

Hancock 

Dir. 

4/10/40 

4/10/45 

May  Department  Stores  Company . 

Cum.  Pfd. — no  par  value . 

15,525,000 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

4/17/28 

5/  8/45 

May  Department  Stores  Company . 

Com. — $5  par  value . 

2,920,000 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

4/17/28 

6/26/47 

May  Department  Stores  Company . 

Sinking  fund  deb.  due  1972 . 

15,150,000 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

4/17/28 

6/26/47 

May  Department  Stores  Company . 

Cum.  pfd. — no  par  value . 

S, 946, 700 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

4/17/28 

8/14/46 

National  Airlines  Incorporated . 

Com. — $1  par  value . 

3,825,000 

Lehman  Bros. 

Yes 

Thomas 

Dir. 

9/16/46 

2/13/40 

Pan  American  Airways  Corp . 

Capital  stock — $5  par  value . 

6,698,735 

Lehman  Bros. 

G.  M.  P.  Murphy  &  Co. 

Yes 

Robert  Lehman 

Dir. 

9/29/28 

3/23/42 

Pan  American  Airways  Corp . 

Capital  stock— $5  par  value . 

1,261,581 

Hornblower  &  Weeks 
Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

9/29/28 

7/  3/45 

Pan  American  Airwavs  Corp . 

Com. — $2.50  par  value . 

33.4S9,047 

Blyth  &  Co.,  Inc. 

Kuhn  Loeb  &  Co. 

Ledenburg-Thalmann 

Lazard-Freres 

No 

Robert  Lehman 

Dir. 

9/29/28 

7/  3/45 

Pan  American  Airways  Corp . 

Com. — $2.50  par  value . 

10,441,063 

Blyth  &  Co.,  Inc. 

Kuhn  Loeb  &  Co. 

Ledenburg-Thalman 

Lazard-Freres 

No 

Robert  Lehman 

Dir. 

9/29/28 

6/21/44 

Paramount  Pictures,  Inc . 

Com. — $1  par  value . 

1,504.800 

Merrill  Lynch,  P.  F.  &  B. 

Yes 

Hertz 

Dir.  &  Mem.  Ex. 
Com. 

6/  4/35 

12/31/49 

4/15/43 

Radio-Keith-Orpheum  Corporation . 

Pfd . 

3,793,164 

Dillon  Read 

Yes 

Ehrman 

Dir. 

7/26/39 

5/18/50 

4/15/43 

Radio-Keith-Orphcum  Corporation . 

Common . 

3,247,312 

Dillon  Read 

Yes 

Ehrman 

Dir. 

7/26/39 

5/18/50 

6/  1/44 

Radio-Keith-Orpheum  Corporation . 

Cum.  Conv.  Pfd . . 

5.232,001 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Yes 

Ehrman 

Dir. 

7/26/39 

5/18/50 

1/17/45 

Radio-Keith-Orpheum  Corporation . 

Common . 

3,418,100 

Dillon  Read 

No 

Ehrman 

Dir. 

7/26/39 

5/18/50 

8/  8/46 

Radio-Keith-Orpheum  Corporation . 

Com. — $1  par  value . 

8,400,000 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Yes 

Ehrman 

Dir. 

7/26/39 

5/18/50 

12/26/36 

Scars,  Roebuck  &  Co . 

Cap.  Stock — no  par  value . 

31,864,320 

Goldman  Sachs  &  Co. 

Yes 

Hancock 

Dir. 

2/24/25 

2/27/45 

Sears,  Roebuck  &  Co . 

Cap.  Stock— no  par  value . 

4,120,000 

Goldman  Sachs  &  Co. 

Yes 

Hancock 

Dir. 

2/24/25 

2/  5/46 

Sears,  Roebuck  &  Co . 

Cap.  Stock — no  par  value . 

6.588,662 

Goldman  Sachs  &  Co. 

Yes 

Hancock 

Dir. 

2/24/25 

2/  7/35 

Studebaker  Corp . 

Conv.  Deb.  and  Common  Stock . 

6,415,876 

Field  Glore  &  Co. 

Lehman  Bros. 

Yes 

Allan  Lehman 
Hertz 

Dir. 

Dir. 

2/  7/42 
9/27/35 

12/22/41 

12/17/35 

Schenley  Distillers  Corp . 

Cum.  Pfd. — $100  par  value . 

15,000,000 

Lehman  Bros. 

Yes 

Thomas 

Dir. 

7/21/33 

12/18/36 

12/12/35 

10/28/41 

3/  4/42 

Schenley  Distillers . — . . . 

Sink.  Fund  Deb - - 

15,000,000 

Mellon  Securities 

No 

Thomas 

Dir. 

12/18/36 

10/28/41 
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Date  of 
Offering 

10/18/35 

1/19/37 

1/19/37 

1/31/45 

4/25/45 

12/  /45 
7/  7/43 

7/19/43 

1/23/45 
8/  3/37 
1/  /  41 
3/  / 41 
6/15/41 
4/  1/47 


Corporate  Title  of  Issuer 
Sylvania  Industrial  Corp . 

Tide  Water  Associated  Oil  Company . 

Tide  Water  Associated  Oil  Company . 

Tide  Water  Assoc.  Oil  Company . 

Tide  Water  Assoc.  Oil  Company . 

Tide  Water  Assoc.  Oil  Company . 

Twentieth  Century-Fox  Film  Corporation 

Twentieth  Century-Fox  Film  Corporation 

Twentieth  Century-Fox  Film  Corporation 

F.  W.  Wool  worth  Co . 

F.  W.  Wool  worth  Co . 

F.  W.  Woohvorth  Co . 

F.  W.  Woolworth  Co . 

F.  W.  Woolworth  Co . 


Date  of  Corporate  Title 

Offering  of  Issuer 

12/26/36  Scars,  Roebuck  &  Co . 

1 2/26/36  Scars,  Roebuck  &  Co . 

9/  /44  American  Cable  &  Radio  Corp 

11/  /44  Van  Raalte  Co.,  Inc . 

10/  /44  Kimberly-Clark  Corp . 

3/  /45  Flintkote  Company  . . . 


6/  /45  Pan  American  Airways  Corp . 

5/28/4S  Consolidated  Vultec  Aircraft  Corp. 


Description  of  Issue 

Amount 

Managers 

Lehman  Participation 

Lehman  Partner 

Official  Position 

From 

To 

Cap.  stock — no  par  value . 

$  2,650,000 

Goldman  Sachs  &  Co. 
Hallgarten  &  Co. 

Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

11/30/35  Dissolved  8/19 

Sink.  Fund  Deb.  due  1952 . 

40,400,000 

Kuhn  Loeb  &  Co. 

Lehman  Bros. 

Yes 

Hertz 

Dir. 

5/  6/37 

Cum.  Conv.  Pfd. — no  par  value . 

51,500,000 

Kuhn  Loeb  &  Co. 

Lehman  Bros. 

Yes 

Hertz 

Dir. 

5/  6/37 

Com. — $10  par  value . 

1,461,674 

Merrill  Lynch,  P.  F.  &  B. 

No 

Hertz 

Dir. 

5/  6/37 

Cum.  Pfd. — no  par  value . 

31,500,000 

Kuhn  Loeb  &  Co. 

Lehman  Bros. 

Yes 

Hertz 

Dir. 

5/  6/37 

Com. — $10  par  value . 

3,543,750 

Merrill  Lynch,  P.  F.  &  B. 

Unknown 

Hertz 

Dir. 

5/  6/37 

Cum.  prior  pfd.  stock — no  par 
value  . 

10,000,000 

Hayden  Stone 

Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

5/16/44 

Cum.  prior  pfd.  stock — no  par 
value  . 

22,301,452 

Blyth  &  Co. 

Lehman  Bros. 

Yes 

Robert  Lehman 

Dir. 

5/16/44 

Common  . 

1,170,750 

Carl  M.  Loeb  Rhodes  &  Co. 

Unknown 

Robert  Lehman 

Dir. 

5/16/44 

Com. — $10  par  value . 

4,386,577 

Kidder  Peabody  &  Co. 

No 

Philip  Lehman 

Dir. 

11/12/13 

3/21/47 

Com. — $10  par  value . 

1,456,875 

Allen  &  Co. 

Unknown 

Philip  Lehman 

Dir. 

11/12/13 

3/21/47 

Capital  Stock — $10  par  value . 

1,506,250 

Allen  &  Co. 

Unknown 

Philip  Lehman 

Director 

11/12/13 

3/21/47 

Com. — $10  par  value . 

1,375,000 

Harriman,  Ripley  &  Co.,  Inc 

No 

Philip  Lehman 

Director 

11/12/13 

3/21/47 

Com. — $10  par  value . 

6,046,875 

Kidder  Peabody  &  Co. 

Yes 

Philip  Lehman 

Director 

11/12/13 

3/21/47 

TABLE  II 


New  Non-Underwritten  Public  Offerings 


Description 
of  Issue 

Capital  Stock  . 

Capital  Stock  . 

Common — $1  par  value . 

Common — $10  par  value . 

Cum.  Pfd. — $100  par  value 
Common — no  par  value. . 


Manager  or 

Amount  Agent 

$  3,324,000  . 

9,000,000  . 

3,789,000  . 

1,293,000  . 

7,673,000  . 

1,829,000  . 


Capital  Stock — $2.50  par  value .  1,600,000 

Common — $1  par  value .  10,438,561 


Lehman 

Partner 

Official 

Position 

From 

To 

Hancock 

Director 

2/24/25 

Hancock 

Director 

2/24/25 

Manheim 

Director 

1/31/40 

Hancock 

Director 

3/21/30 

Hancock 

Director 

12/16/30 

Hancock 

Dir.  &  Ch.  Ex. 

5/  8/36 

Thomas 

Com. 

Director 

4/16/36 

2/  2/44 

Robert  Lehman 

Mem.  Ex.  Com. 

Director 

3/27/46 

3/27/46 

9/29/28 

Dissolved 

Callery 

Director 

12/  /  41 

12/31/49 

11/20/47 

(since  1/1/50) 
Hertz 

Director 

3/17/43 

Public  Counsel  Exhibit  222. 


TABLE  III 

New  Private  Placements 


Date  of 

Corporate  Title 

Description 

Manager  or 

Lehman 

Official 

Offering 

of  Issuer 

of  Issue 

Amount 

Agent 

Partner 

Position 

From 

To 

8/  /37 

F.  W.  Woohvorth . 

$10,000,000 

Philip  Lehman 

Director 

11/12/13 

3/21/47 

7/16/40 

American  Export  Lines,  Inc . 

.  Cum.  Pfd.  Stock — $100  par  value 

1,000.000 

Lehman  Bros. 

Hancock 

Director 

1/21/42 

6/30/50 

Hitchcock 

Director 

10/  8/36 

2/26/42 

Szold 

Director 

4/19/37 

1/21/42 

Thomas 

Asst.  Sec.- 

Treasurer 

10/  8/36 

12/15/37 

Director 

10/  8/36 

1/21/42 

10/  4/45 

12/18/40 

Bond  Stores,  Inc . 

3,000,000 

Lehman  Bros. 

Hancock 

Director 

4/  9/40 

8/  /40 

Kimberly-Clark  Corp . 

2,000,000 

Hancock 

Director 

12/16/30 

8/16/40 

Tide  Water  Assoc.  Oil  Co . 

19,000,000 

Kuhn  Loeb  &  Co. 

Hertz 

Director 

5/  6/37 

Lehman  Bros. 

8/16/40 

Tide  Water  Assoc.  Oil  Co . 

.  Debentures  due  1955 . 

16,500,000 

Kuhn  Loeb  &  Co. 

Hertz 

Director 

5/  6/37 

Lehman  Bros. 

3/  /40 

Transcontinental  &  Western  Air,  Inc . 

Hertz 

Director 

2/27/39 

5/19/39 

7/  /40 

F.  W.  Woolworth  Co . 

22.000,000 

Philip  Lehman 

Director 

11/12/13 

3/21/47 

2/  /41 

Paramount  Pictures,  Inc . 

2,493,000 

Hertz 

Dir.  and  Mem. 

Ex.  Com. 

6/  4/35 

12/31/49 

7/16/42 

Bloomingdale  Bros.,  Inc . 

2,000,000 

Lehman  Bros. 

Mazur 

Director 

1/31/30 

12/  /42 

Kimberly-Clark  Corp . 

3,000,000 

. — . 

Hancock 

Director 

12/16/30 

3/17/43 

Dayton  Rubber  Mfg.  Company . 

2,050,000 

Lehman  Bros. 

Mazur 

Director 

3/20/46 

6/21/50 

2/  /43 

Gimbel  Bros . 

1,300,000 

Robert  Lehman 

Director 

9/14/22 

Szold 

Director 

5/24/38 

12/  /44 

Burlington  Mills  Corp . 

8,000,000 

Hammerslough 

Director 

6/18/42 

9/  6/44 

1/15/44 

Interstate  Department  Stores,  Inc . 

3.000,000 

Lehman  Bros. 

Szold 

Director 

3/17/29 

7/18/44 

Tide  Water  Assoc.  Oil  Co . 

24,500,000 

Kuhn  Loeb  &  Co. 

Hertz 

Director 

5/  6/37 

Lehman  Bros. 

5/  /45 

Gimbel  Bros . 

25,000,000 

Robert  Lehman 

Director 

9/14/22 

Szold 

Director 

5/24/38 

11/  /45 

Kimberly-Clark  Corp . 

10,000,000 

Hancock 

Director 

5/16/30 

4/  4/46 

Flintkote  Co . 

2,775,000 

Lehman  Bros. 

Hancock 

Dir.  and  Ch. 

Ex.  Com. 

5/  8/36 

Thomas 

Director 

4/16/36 

2/  2/44 

Director  and  Mem. 

Ex.  Com.  3/27/46 
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Date  of 
Offering 

10/16/46 

9/  /46 
12/  3/46 

12/31/47 

2/  /  47 
12/  /47 

2/28/47 

1/  /43 

12/  /43 
10/  /4S 
6/  /48 
3/  /4S 
6/15/48 

3/22/48 


7/22/48 

2/  /48 

5/  3/4S 
12/27/48 
3/  /49 
1949 

1/  /49 

12/31/48 
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Corporate  Title 
of  Issuer 

Gar  Wood  Industries,  Ine . 

Standard  Cap . 

Studebaker  Corp . 

Allied  Stores  Corp . 

C.  I.  T.  Financial  Corp . 

Gar  Wood  Industries . 

Laclede  Gas  Light  Co . 

Allied  Stores  Corp . 

C.  I.  T.  Financial  Corp . 

C.  I.  T.  Financial  Corp . 

C.  I.  T.  Financial  Corp . 

C.  I.  T.  Financial  Corp . . 

Federated  Department  Stores 

Flintkote  Company  . 


General  Cigar  Co . 

Gimbel  Bros . 

Interstate  Department  Stores,  Inc 

RKO  Theater  . 

C.  I.  T.  Financial  Corp . 

Federated  Department  Stores,  Inc 

Gimbel  Bros . 

Bond  Stores  (Style  Manor,  Inc.). 


Description  Manager  or 

of  Issue  Amount  Agent 

Debentures  due  1961 .  5,000,000 

Lehman  Bros. 

Notes  due  1961 .  1,500,000 

Debentures  due  1966 .  15,000,000  Lehman  Bros. 

Notes  due  1967 . 25,000,000  Lehman  Bros. 

Notes  due  1950 .  50,000,000  . 

Conv.  Notes  due  1952 . 1,650,000  _ 

Mtg.  Bonds  due  1965 .  6,500,000  First  Boston 

Goldman  Sachs  &  Co. 
Lehman  Bros. 

Notes  due  1967 .  25,000,000  _ 

Notes  due  1952-56 .  44,000,000  . 

Notes  due  1953-56 .  15,000,000  . 

Cum.  Pfd.— no  par  value .  30,000,000  . . . 

Notes  die  1968 .  50,000,000  . . 

Notes  due  1968 .  15,000,000  A.  G.  Becker  &  Co. 

Lehman  Bros. 

Notes  due  1968 .  6,000,000  Lehman  Bros. 

Prom,  notes  due  1963 .  8,000,000  Goldman  Sachs  &  Co. 

Lehman  Bros. 

Deb.  due  1961 .  13,300,000  _ 

Notes  due  1963 .  3,000,000  Lehman  Bros. 

Notes  due  1958 .  3,000,000  Lehman  Bros. 

Cum.  Pfd. — no  par  value .  20,000,000  . 

Notes  due  1950-63 .  2,500,000  . 

Debs,  due  1961 .  10,000,000  . 

Mtg.  bonds  due  1968 .  6,500,000  Lehman  Bros. 

Wertheim  &  Co. 


Lehman 

Partner 

Official 

Position 

From 

To 

Callery 

(since  1/1/50) 

Director 

4/  /42 

Schuster 

Director 

3/27/45 

Hertz 

Allan  Lehman 

Director 

Director 

9/27/35 

2/27/42 

12/22/41 

Mazur 

Szold 

Director 

Dir.  and  Mem. 

Ex.  Com. 

1/  7/29 

5/  2/32 

Robert  Lehman 

Director 

11/26/46 

Callery 
(since  1/1/50) 

Director 

4/  /42 

Thomas 

Director 

1/24/47 

Mazur 

Szold 

Director 

1/24/47 

Robert  Lehman 

Director 

11/26/42 

Robert  Lehman 

Director 

11/26/42 

Robert  Lehman 

Director 

11/26/42 

Robert  Lehman 

Director 

11/26/42 

Mazur 

Natelson 

Director 

Sec.  to  Ex.  Com. 

10/  1/36 

10/  1/37 

6/30/40 

Hancock 

Thomas 

Dir.  and  Ch.  Ex. 

Com. 

Dir. 

Dir.  and  Mem.  Ex. 
Com. 

5/  8/36 
4/16/36 

2/27/46 

2/  2/44 

Robert  Lehman 

Director 

3/  3/27 

Robert  Lehman 

Szold 

Director 

Director 

9/14/22 

5/24/38 

Szold 

Director 

3/17/29 

Ehrman 

Director 

4/23/47 

R.  Lehman 

Director 

11/26/46 

Mazur 

Natelson 

Director 

Sec.  to  Ex.  Com. 

10/  1/36 

10/  1/37 

6/30/40 

Robert  Lehman 

Szold 

Director 

Director 

9/14/42 

5/24/38 

Hancock 

Director 

4/  9/40 

I 
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[Public  Counsel  Exhibit  224  consists  of  15  sub-exhibits 
prepared  by  Messrs.  Lehman,  Thomas  and  Ehrman  pursuant  to 
a  direction  of  Examiner  Herbert  K.  Bryan.] 

Sub-Exhibit  2. 

All  instances  during  the  period  January  1, 1935 — Decem¬ 
ber  31,  1949  where  a  member  of  the  firm  of  Lehman 
Brothers  resigned  as  or  in  some  other  manner  ceased  to 
be  a  director  or  officer  of  any  of  the  six  corporations 
involved  in  this  proceeding  (Continental,  National,  Pan 
American,  American  Export,  Consolidated  Yultee  and 
United  Fruit)  including  predecessor  companies,  and 
where  within  three  years  subsequent  thereto  another  mem¬ 
ber  of  the  firm  of  Lehman  Brothers  was  elected  to  serve  as 
a  director  or  officer  of  such  corporation: 

American  Export  Lines 

On  January  21,  1942  Messrs.  Joseph  A.  Thomas  and 
Harold  Szold,  partners  of  Lehman  Brothers,  resigned  as 
directors  because  they  had  entered  Government  Service 
and  on  the  same  day  another  member  of  the  firm  of  Leh¬ 
man  Brothers  was  elected  a  director. 

Mr.  Thomas  was  reelected  a  director  upon  his  return 
from  the  Navy. 


None. 


Other  Five  Corporations 


Sub-Exhibit  4. 

A  statement  covering  the  period  January  1,  1940 — 
December  31,  1949  showing  each  private  sale  of  securities 
of  any  of  the  six  corporations  involved  in  this  proceeding, 
including  predecessor  companies,  in  connection  with  which 
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Lehman  Brothers  received  compensation,  together  with 
certain  information  in  regard  to  each  such  private  sale : 

American  Export  Lines 

On  July  16,  1940  this  company  sold  10,000  shares  of  its 
preferred  stock  to  Manufacturers  Trust  Company  for 
$1,000,000.  Messrs.  Joseph  A.  Thomas,  Thomas  H.  Hitch¬ 
cock,  Jr.  and  Harold  J.  Szold,  partners  of  Lehman 
Brothers,  were  directors  at  the  time,  having  been  elected 
respectively  on  May  9, 1935,  May  9, 1935  and  April  19, 1937. 

j 

Sub-Exhibit  6. 

1. 

Robert  Lehman  became  a  director  of  the  predecessor 
of  Pan  American  World  Airways,  Inc.  under  the  following 
circumstances : 

In  1928  West  Indian  Aerial  Express,  Inc.  was  organized 
to  conduct  air  transport  operations  in  the  Caribbean,  and 
Mr.  Robert  Lehman  personally  invested  a  substantial 
amount  in  the  stock  of  the  company  and  interested  a  num¬ 
ber  of  his  personal  friends  in  doing  likewise.  No  invest¬ 
ment  was  made  by  the  firm  of  Lehman  Brothers. 

Shortly  thereafter  West  Indian  Aerial  Express  sold 
the  major  portion  of  its  assets  to  a  predecessor  of  Pan 
American  World  Airways,  Inc,  for  stock  of  the  purchasing 
company.  Because  of  the  substantial  stockholdings  of 
himself  and  his  associates  thus  acquired,  Mr.  Lehman  was 
asked  by  Mr.  Juan  Trippe  to  become  a  director,  and  was 
elected  on  September  29,  1928  by  the  Board  of  Directors  of 
Pan  American  Airways  Corporation,  and  on  the  following 
October  18th  by  the  Board  of  Directors  of  Pan  American 
Airways,  Inc.,  now  called  Pan  American  World  Airways, 
Inc. 
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As  of  May  31,  1950  Mr.  Robert  Lehman  owned  1,300 
shares  of  stock  of  Pan  American  World  Airways,  Inc. 

2. 

Robert  Lehman  became  a  director  of  United  Fruit  Com¬ 
pany  under  the  following  circumstances : 

Mr.  Lehman  had  been  for  a  number  of  years  a  personal 
friend  of  Mr.  Samuel  Zemurray,  having  met  him  originally 
through  mutual  acquaintances  in  New  Orleans,  and  saw 
him  socially  from  time  to  time. 

Some  time  early  in  1948  Mr.  Zemurray,  who  had  shortly 
before  then  become  the  chief  executive  of  United  Fruit 
Company,  told  Mr.  Lehman  that  lie  would  like  to  have  him 
become  a  director.  Mr.  Lehman  accepted  and  was  elected 
on  April  21,  194S. 

As  of  May  31, 1950  Mr.  Robert  Lehman  owned  100  shares 
of  stock. 


3. 

Joseph  A.  Thomas  became  a  director  of  National  Air¬ 
lines,  Inc.  under  the  following  circumstances: 

In  the  winter  of  1.936  Mr.  Thomas  met  Mr.  G.  T.  Baker, 
President  of  National  Airlines,  Inc.,  in  Florida,  and  a 
friendship  developed  between  them  as  a  result  of  which 
Mr.  Thomas  became  interested  in  the  company  and  effected 
the  purchase  of  a  block  of  the  company’s  stock  by  a  group 
including  himself,  the  firm  of  Lehman  Brothers,  and  several 
friends. 

Thereafter  Lehman  Brothers  underwrote  three  stock 
issues  for  the  company  and  made  one  secondary  distribution 
of  its  stock  in  1941,  1944,  1945  and  1946. 

Mr.  Thomas  had  handled  these  various  financings  for 
Lehman  Brothers  and  had  increasingly  closer  contacts  with 
Mr.  Baker,  as  a  result  of  which  Mr.  Baker  invited  him  to 
become  a  director,  and  he  was  elected  on  September  12, 
1946. 
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He  has  been  a  substantial  stockholder  in  the  company 
over  many  years,  and  held  3,000  shares  of  common  stock 
on  May  31,  1950.  i 


4. 

Joseph  A.  Thomas  became  a  director  of  a  predecessor 
of  American  Export  Lines,  Inc.  under  the  following  cir¬ 
cumstances  : 

Early  in  1935  Mr.  William  H.  Coverdale,  an  old  friend 
of  Mr.  Thomas,  with  whom  Mr.  Thomas  had  had  previous 
business  relations,  suggested  to  Mr.  Thomas  the  desir¬ 
ability  of  organizing  a  group  to  obtain  control  of  Export 
Steamship  Corporation,  a  predecessor  of  American  Export 
Lines,  Inc.  Mr.  Thomas  became  interested  and  in  turn 
interested  the  firm  of  Lehman  Brothers  (of  which  he  was 
at  the  time  an  employee  and  not  a  partner)  and  various 
friends.  Control  was  acquired  by  the  group  and  Mr. 
Thomas  was  elected  a  director  on  May  2,  1935.  On  the 
same  day  Mr.  Hitchcock,  who  was  at  the  time  an  employee 
and  became  later  a  partner  of  Lehman  Brothers,  was  like¬ 
wise  elected  a  director. 

On  January  21,  1942,  Mr.  Thomas  resigned  because  he 
had  entered  the  Navy.  Upon  his  return  from  the  Navy, 
he  was  reelected  on  October  4,  1945. 

Mr.  Thomas,  ever  since  his  original  election,  had  a  sub¬ 
stantial  personal  investment  in  the  company.  As  of  May 
31,  1950  he  owned  11,000  shares  of  common  stock. 

5. 

Frederick  L.  Ehrman  became  a  director  of  Continental 
Airlines,  Inc.  under  the  following  circumstances: 

Mr.  Ehrman  w*as  a  close  friend  of  Mr.  Robert  Six,  Presi¬ 
dent  of  Continental  Airlines,  Inc.  They  were  born  and 
raised  in  San  Francisco  and  have  had  intimate  personal 
and  social  relations  for  many  years.  Mr.  Six  had  for  a 
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long  period  of  time  consulted  Mr.  Ehrman  regarding  his 
affairs  and  those  of  Continental  Airlines,  Inc. 

Mr.  Ehrman  served  in  the  Navy  during  the  war  and  as 
soon  as  there  was  a  vacancy  on  the  Board  after  his  dis¬ 
charge,  Mr.  Six  invited  Mr.  Ehrman  to  serve,  and  he  was 
elected  a  director  on  June  23,  1947. 

Mr.  Ehrman  had  a  substantial  investment  in  the  com¬ 
pany  for  a  long  period.  As  of  May  31,  1950  he  owned  2,000 
shares. 


6. 

John  Hertz  became  a  director  of  the  predecessor  of  Con¬ 
solidated  Vultee  Aircraft  Corporation  under  the  following 
circumstances : 

About  1936  Mr.  Hertz  through  a  friend,  Mr.  Jack  Frye, 
who  was  at  the  time  the  head  of  Transcontinental  &  West¬ 
ern  Airlines,  made  the  acquaintance  of  Major  Reuben 
Fleet,  who  was  the  head  of  Consolidated  Aircraft  Corpo¬ 
ration,  a  predecessor  company  of  Consolidated  Vultee  Air¬ 
craft  Corporation. 

Subsequently  Major  Fleet  invited  him  to  become  a  mem¬ 
ber  of  the  Board  of  Directors  and  he  was  elected  on  March 
17,  1937. 


Sub-Exhibit  8. 

A  statement  as  of  March  31,  1950,  of  all  securities  held 
beneficially  by  Lehman  Brothers  and  by  each  partner 
thereof : 

(a)  In  any  air  carrier; 

(b)  In  any  person  engaged  in  any  phase  of  aero¬ 
nautics  ; 

(c)  In  any  other  common  carrier;  and 

(d)  In  any  person  whose  principal  business,  in  pur¬ 
pose  or  in  fact,  is  the  holding  of  stock  in,  or  control 
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of,  any  other  person  engaged  in  any 
nautics ; 


phase  of 


aero- 


i 


showing  the  amount  held  by  Lehman  Brothers  and  by 
each  partner : 


Owned 
3/31/50 
Shares  or 

Classification  and  Name  ;  Par  Value 

Firm  (a)  American  Airlines,  Inc.  3/66 .  55M 

(a)  Capital  Airlines,  Inc.  Conv.  Deb. 

4/66  “b” .  |  $70,500 

(a)  Continental  Air  Lines,  Inc .  4,738 

(c)  American  Export  Lines,  Inc .  i  40,285 

(d)  Amexport,  Inc.  “A” .  i  1,351 

(b)  do  “B” .  I  2,176 

(c)  American  Cable  &  Radio  Corp .  >  200 

(d)  Consolidated  Vultee  Aircraft 

Corp .  j  100 

(a)  California  Eastern  Airways,  Inc.  350 

(c)  Merchants  &  Miners  Transporta¬ 
tion  Co .  1,934 

(a)  Capital  Airlines  .  30 

(c)  Southern  Pacific  Co.  3/60  j  500M 

(b)  Airfleets,  Inc .  10 

Option  to  purchase  3,000  shares 
of  Capital  Airlines,  Inc. 

Robert  Lehman  (c)  AT&T  Conv.  Deb.  3  Ys/nQ .  100M 

(c)  Chicago  Railways  Co.  Partic. 

Series  3  .  50 

(a)  Continental  Airlines,  Inc .  ;  1,000 

(c)  Gulf  Atlantic  Transportation  Co.  !  4,000 

(c)  International  Telephone  and 

Telegraph  Co .  I  800 

(c)  Missouri  Kansas  Texas  RR  Co. 

7%  Pfd.  A  .  1,000 

(c)  Missouri  Pacific  RR  Co.  5/77 .  i  50M 
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Owned 

3/31/50 

_  *  Shares  or 

J-e  A  tv.  Classification  and  Name  Par  Value 

(c)  Missouri  Pacific  RR  Co.  5y>/49..  275M 

(a)  National  Airlines,  Inc .  5,000 

(a)  Pacific  Northern  Airlines,  Inc .  5,000 

(a)  Pan  American  World  Airways, 

Inc .  1,300 

(c)  United  Fruit  Co .  100 

Estate  op  Philip  Lehman 

(c)  AT&T  Conv.  Deb.  3ys/59 .  25M 

(c)  Gulf  Atlantic  Transportation  Co.  4,000 

(c)  Missouri  Pacific  RR  Co.  5/77 .  50M 


(Robert  Lehman  has  *4  inter¬ 
est  in  the  estate) 


At.lav  S.  Lehman  (c)  American  Export  Lines,  Inc .  12,500 

(a)  American  Overseas  Airlines,  Inc.  12,000 

(a)  California  Eastern  Airways,  Inc.  10,000 

Harriet  Lehman  1935  Trust  por  Allan  and  Orin  Lehman 
(Income  payable  to  Allan  Lehman  for  life) 

(c)  United  Fruit  Co .  200 


Harriet  Lehman  1935  Trust  for  Allan  and  Ellen  Lehman 


(Income  payable  to  Allan  Lehman  for  life) 

(c)  United  Fruit  Co .  200 

John  M.  Hancock  (d)  Amexport.,  Inc.  A .  140 

(c)  American  Export  Lines,  Inc .  775 

(d)  Amexport,  Inc.  B .  140 

(a)  American  Overseas  Airlines,  Inc.  300 

Monroe  C.  Gutman  (c)  American  Export  Lines,  Inc .  2,200 

(d)  Amexport,  Inc.  A .  110 

(d)  Amexport,  Inc.  B .  110 

(a)  American  Overseas  Airlines,  Inc.  5,100 

(c)  AT&T  Conv.  Deb.  3y8/59 .  225M 
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Owned 
3/31/50 
;  Shares  or 

Classification  and  Name  !  Par  Value 

Paul  M.  Mazur  (a)  American  Overseas  Airlines,  Inc,  500 

(c)  American  Export  Lines,  Inc .  100 

(d)  Amexport,  Inc.  A .  70 

(c)  Associated  Transport  6%  Pfd .  200 

(a)  California  Eastern  Airways,  Inc.  2,000 
(a)  National  Airlines,  Inc .  600 


Estate  of  Harold  M.  Lehman 
Trust  for  Paul  and  Adolpiiia  Mazur 

(Income  payable  to  Mr.  and  Mrs.  Mazur  equally) 


(c)  United  Fruit  Co .  100 

William  J.  Hammerslough 

(c)  AT&T  2 %/61 .  30M 

Frederick  L.  Eiirman  (c)  American  Export  Lines,  Inc .  7,035 

(a)  American  Overseas  Airlines,  Inc.  1,000 

(a)  Capital  Airlines,  Inc.  4/60  “B”  $29,500 

* 

(a)  Continental  Airlines,  Inc .  2,000 

(a)  Pacific  Northern  Airlines .  2,000 

John  R.  Fell  (c)  American  Export  Lines,  Inc...  25 

(a)  Continental  Airlines,  Inc .  1,000 

(a)  Eastern  Airlines,  Inc .  500 

(a)  National  Airlines,  Inc .  700 

(c)  N.  Y.,  N.  II.  &  Hartford  RR 
4a/>/2022  Income  Conv.  Re<rd. 

A  ‘ .  20M 

(a)  Pacific  Northern  Airlines .  i  2.000 

John  R.  Fell  Trust 


(Income  to  J.  R.  Fell  for  life — Corpus  at  death  of  Mr.  Fell 
to  his  issue) 


(a)  American  Overseas  Airlines 
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Owned 
3/31/50 
Shares  or 

Classification  and  Name  Par  Value 

William  S.  Glazier  (a)  National  Airlines,  Inc .  500 

(a)  Pacific  Northern  Airlines .  1,000 

(c)  Third  Ave.  Ry  Co.  Adj.  5/60 .  20M 

(a)  United  Airlines,  Inc .  300 

(c)  United  Fruit  Co .  300 

Philip  Isles  (c)  American  Export  Lines,  Inc .  1,000 

(a)  Pacific  Northern  Airlines .  3,500 

Pauline  Ickelheimer  Trust  #2 

(Upon  death  of  Mrs.  Ickelheimer  trust  distributed  to  her 
issue  equally) 

(c)  A  T  &  T  3Vs/59 .  30M 


Pauline  Ickelheimer  Trust  #4 

(Upon  death  of  Mrs.  Ickelheimer  trust  distributed  to  her 


issue  equally) 

(c)  American  Export  Lines,  Inc .  8,750 

(c)  Chicago  Railways  Co.  Partic. 

Ctfs.  Series  3 .  50 

(c)  Gulf  Mobile  &  Ohio  RR  $5  Pfd...  250 

Philip  Isles  Family  Trust 

($10,000  per  year  to  be  received  by  Philip  Isles) 

(c)  United  Fruit  Co .  300 

Estate  of  Philip  Lehman 

(c)  AT&T  Conv.  Deb.  3%/59 .  25M 

(c)  Gulf  Atlantic  Transportation  Co.  4,000 

(c)  Missouri  Pacific  RR  Co.  5/77 .  50M 

(Philip  Isles  has  Vs  interest  in 
the  estate) 

Paul  E.  Manheim  (a)  California  Eastern  Airways,  Inc.  25,300 

(a)  Air  Express  Int’l.  Agency .  30,200 
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i  Owned 
3/31/50 
Shares  or 


Classification  and  Name  Par  Value 

Joseph  A.  Thomas  (c)  American  Export  Lines,  Inc .  11,000 

(a)  American  Overseas  Airlines,  Inc.  2,000 
(a)  California  Eastern  Airways,  Inc.  i  1,000 
(c)  Chicago  Great  Western  Ry.  Co...  400 

(a)  National  Airlines,  Inc .  3,000 

Harold  J.  Szold  (a)  Pacific  Northern  Airlines .  1,000 

Herman  H.  Kahn  None 

Morris  Natelson  (c)  American  Export  Lines,  Inc .  500 

Francis  A.  Callery  None 

John  Hertz  (c)  American  Export  Lines.  Inc .  10,000 

(c)  do  |  3,750 


These  securities  are  owned  by  two  different  trusts  and  Mr.  Hertz  is  a  bene 
ficiary  of  both. 
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The  firm  and  partners  own  collectively  more  than  1% 
of  the  outstanding  shares  of  the  following  Companies, 
listed  on  Exhibit  8: 

Shares  Outstanding 
Owned  Shares 


Continental  Airlines,  Inc .  8,738  309,000 

American  Export  Lines,  Inc .  97,920*  1,200,000 

Merchants  &  Miners  Transportation  Co.  1,934  177,000 

Gulf  Atlantic  Transportation  Co .  8,000**  270,000 

California  Eastern  Airways,  Inc .  38,650  1,112,000 

Amexport,  Inc.  “A” .  1,671  4,675 

Amexport,  Inc.  “B” .  2,426  5,500 

Pacific  Northern  Airlines,  Inc .  14,500  666,444 

American  Overseas  Airlines,  Inc .  21,800  1,749,825 

Air  Express  International  Agency .  30,200  200,000 


*  Includes  8,750  owned  by  Pauline  Ickelheimor  trust  #4  and  13,750 
shares  owned  by  two  trusts  of  which  Mr.  Hertz  is  a  beneficiary. 

**  Includes  4,000  owned  by  Estate  of  Philip  Lehman  of  which  Robert 
Lehman  has  a  %  interest  and  Philip  Isles  has  a  %  interest. 
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Sub-Exhibit  11. 

A  copy  of  any  written  agreement  and  a  statement  of 
the  substance  of  any  oral  agreement  or  understanding 
between  Lehman  Brothers  or  any  partner  thereof  on  the 
one  hand  and  Continental  Air  Lines,  Inc.,  National  Air¬ 
lines,  Inc.,  Pan  American  World  Airways,  Inc.,  Air  Express 
International  Agency,  Inc.,  American  Export  Lines,  Inc., 
Consolidated  Vultee  Aircraft  Corporation,  or  United 
Fruit  Company  on  the  other,  by  which  (i)  any  of  said 
companies  agrees  to  give  Lehman  Brothers  a  preference 
of  any  kind  in  the  issuance  of  securities;  or  (ii)  any  of 
said  companies  agrees  to  cause  a  partner  of  Lehman 
Brothers  to  be  elected  to  its  board  of  directors: 

There  are  none. 


Public  Counsel  Exhibit  225. 

PAN  AMERICAN  WORLD  AIRWAYS  SYSTEM 
General  Offices,  Chrysler  Building, 

135  East  42nd  Street,  New  York  17,  N.  Y. 

December  21,  1950. 


Ms.  Herbert  K.  Bryan,  Examiner, 

Civil  Aeronautics  Board, 

Washington  25,  D.  C. 

Re:  Lehman  Brothers  Interlocking  Relationship, 

C.  A.  B.  Docket  No.  3605,  et  al. 

Dear  Examiner  Bryan: 

In  response  to  Public  Counsel’s  request  during  the 
hearing  in  the  above  proceeding  we  have  received  from 
United  Fruit  Company  the  following  information  concern¬ 
ing  the  operation  of  Elders  &  Fyffes,  Ltd. 
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“The  Elders  &  Fyffes  Ltd.  fleet  consists  at  present 
of  fifteen  vessels,  four  of  which  are  combination  pas¬ 
senger  and  freight  vessels,  ( one  of  which  was  delivered 
during  December,  1949)  and  the  balance  freight  type 
vessels. 

There  were  three  passenger  vessels  in  operation 
during  1949,  two  of  which  had  a  passenger  capacity 
of  67  each,  and  the  other  70.  These  three  vessels  made 

7  I 


a  total  of  26  voyages. 

The  routes  and  number  of  voyages  on  each  were 
as  follows: 

No.  of 

Route  Voyages 

Avonmouth-Bermuda-Kingston-Bowden-  i 

Port  Antonio-Avonmouth .  7 

Avonmouth-Barbadoes-Trinidad-Kingston- 

Bowden-Port  Antonio-Avonmouth  .  2 

Avonmouth-Trinidad-Kingston-Bowden- 

Port  Antonio-Avonmouth .  13  i 

Avonmouth-Kingston-Bowden-Port 
Antonio-Avonmouth  .  4  ' 

Total  .  26 

These  vessels,  during  1949,  carried  the  following 
number  of  Passengers: 

Westbound  .  1917 

Eastbound  .  1695 

Total  .  3612 


The  above  figures  include  cruise,  tour  and  local 
passengers,  but  we  do  not  have  available  the  number 
of  each. 

One  additional  passenger  ship  with  a  passenger 
capacity  of  99  was  delivered  in  1949  but  did  not  com¬ 
plete  a  voyage  until  1950.  This  vessel  is  presently 
operating  in  a  service  between  Rotterdam-South- 
ampton  and  Barbadoes,  Trinidad  and  Puerto  Barrios, 
Guatemala. 
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Of  the  eleven  freight  vessels,  seven  have  a  capacity 
for  10  passengers  each;  three  vessels,  12  passengers 
each;  and  one  vessel  does  not  carry  passengers. 

During  1949  two  of  these  vessels  operated  prin¬ 
cipally  in  a  service  from  various  ports  in  England  and 
Wales  (Southampton,  Liverpool,  Garston,  Swansea) 
to  the  West  Coast  of  Panama  (Puerto  Armuelles,  Gol- 
fito)  via  Panama  Canal  and  return  to  British  Isles 
after  discharge  at  Rotterdam.  These  vessels  com¬ 
pleted  16  voyages  and  carried  162  passengers  West¬ 
bound  and  112  pasengers  East-bound. 

One  vessel  maintained  service  between  London- 
Liverpool-Garston  and  ports  in  Jamaica,  such  as  Kings¬ 
ton,  Lucea,  Montego  Bay,  Oracabessa,  Port  Antonio, 
completing  9  voyages  and  carrying  109  passengers 
West-bound  and  106  passengers  East-bound. 

The  remaining  eight  freight  vessels  operated  in  a 
service  between  various  ports  in  England  and  Wales 
and  the  Cameroons  with  irregular  calls  at  Canary 
Island  ports  and  ports  in  West  Africa  and  Nigeria 
(Dakar,  Freetown,  Lagos,  etc.).  These  vessels  com¬ 
pleted  56  voyages  and  carried  257  passengers  outward 
and  276  passengers  homeward. 

All  of  the  above  passenger  statistics  are  on  a  point 
to  point  basis,  and  as  many  of  the  passengers  were  no 
doubt  cruise  or  tour,  the  number  of  passengers  is 
duplicated.  ’  ’ 

We  have  no  objection  to  the  inclusion  of  the  above 
information  in  the  record. 

Very  truly  yours, 

(sgd.)  H.  Dox  Reynolds 

H.  Don  Reynolds, 

Legal  Department. 


cc:  Counsel  for  all  parties. 
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Public  Counsel  Exhibit  226. 

! 

STATEMENT  BY  MONROE  C.  GUTMAN*  WITH 
RESPECT  TO  1945  FINANCING  OF  PAN 
AMERICAN 

Early  in  June  1945  Lehman  Brothers  were  informed  by 
Pan  American  that  it  was  considering  offering  to  its  stock¬ 
holders  units  consisting  of  a  share  of  stock  and  a  stock 
purchase  warrant  and  would  be  glad  to  receive  proposals 
with  respect  to  the  underwriting  of  such  offering. 

At  about  the  same  time  Kuhn,  Loeb  &  Co.  asked  Lehman 
Brothers  if  they  could  join  us  as  managers,  but  since  there 
were  already  three  managers,  Lehman  Brothers,  Harriman 
Ripley  &  Co.,  Incorporated  and  Hornblower  &  Weeks,  this 
request  was  refused.  Thereafter,  I  understand  that  Kuhn, 
Loeb  &  Co.  went  to  the  Company  and  asked  to  be  allowed 
to  submit  a  proposal  and  that  the  Company  agreed. 

Some  time  prior  to  June  20th,  Mr.  Hammerslough  and 
myself  after  consultation  with  Harriman  Ripley  &  Co., 
Incorporated  and  Hornblower  &  Weeks,  made  an  oral  pro¬ 
posal  to  Mr.  Trippe  to  underwrite  the  proposed  offering 
on  two  different  bases  of  commissions,  depending  on  the 
offering  price  of  the  units,  and  upon  the  assumption  that 
there  would  be  a  seventeen-day  offering  period  and  a 
twenty-day  commitment.  On  June  19th  or  20th  the  Com¬ 
pany  informed  us  that  they  desired  to  have  a  twenty-one- 
dav  offering  period  and  a  twenty-seven-day  commitment 
with  a  market  out  during  the  six  days  of  the  commitment 
prior  to  the  offering,  and  asked  us  to  make  a  proposal 
on  that  basis  on  June  20th. 

We  and  our  co-managers  thought  there  was  a  risk  of 
the  market  going  down  substantially  and  that  a  27-dav 
commitment  with  a  market  out  for  a  six-day  period  would 
be  undesirable,  and  we  decided  accordingly  not  to  submit 
a  proposal  on  such  a  basis.  I  understand  that  Kuhn,  Loeb 
&  Co.  did  make  a  proposal  on  June  20th  on  this  basis  and 
that  their  proposition  was  accepted  on  June  28th. 

*[Mr.  Gutman  is  a  partner  of  Lehman  Brothers.] 
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The  commissions  provided  in  the  Kuhn,  Loeb  &  Co. 
underwriting  were  75  cents  for  each  unit  offered.  This 
would  have  resulted  in  almost  identically  the  same  com¬ 
missions  as  those  originally  proposed  by  us  and  our  co-man¬ 
agers  in  view  of  the  fact  that  1,932,619  units  out  of  the 
total  of  1,933,261  units  offered  were  subscribed  for  by 
stockholders.  However,  if  any  substantial  amount  of  units 
had  not  been  subscribed  for  by  stockholders,  the  commis¬ 
sions  under  the  Lehman  proposal  which  would  have  been 
paid  by  the  Company  would  have  been  greater. 

I  attach  a  copy  of  memorandum  which  I  prepared  for 
the  Lehman  files  on  August  20,  1945,  which  states  the  oral 
proposal  which  was  made  to  Mr.  Trippe. 
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STATEMENT  BY  MR.  EDWIN  GIBBS*  WITH  RESPECT 
TO  CERTAIN  ADDITIONAL  MATTERS 

1.  Exhibit  3.  A  reexamination  has  verified  the  testi¬ 
mony  given  by  Mr.  Gibbs  that  Lehman  Brothers  not  only 
did  not  manage  but  was  never  a  participant  in  any  under¬ 
writing  for  any  company  listed  on  [Lehman  Brothers] 
Exhibit  3. 

2.  Consolidated  Vultee  Aircraft  Corporation.  On 
March  17,  1943  Lehman  Brothers  received  a  fee  of  $40,000 
for  their  services  in  connection  with  the  merger  of  Con¬ 
solidated  Aircraft  Corporation  and  Vultee  Aircraft,  Inc. 

3.  Exhibit  5A-1.**  This  item  is  not  properly  worded  as 
the  27,500  shares  of  Pan  American  Airways  Corporation 
common  stock  sold  on  June  6, 1942  by  means  of  a  secondary 
offering  did  not  come  from  the  Company.  We  have  asked 
Dean  Witter  &  Co.  who  the  seller  was  and  were  advised 
that  they  prefer  not  to  tell  us  except  that  the  stock  did 
not  come  from  the  Company.  We  also  asked  the  New 
York  Stock  Exchange  who  have  the  information  in  the 
application  made  by  Dean  Witter  to  do  the  secondary  and 
they  in  turn  told  us  that  the  information  is  confidential 
and  that  they  would  not  disclose  it  to  us. 

Exhibit  5A-3.#*  This  special  offering  of  52,100  shares 
of  Pan  American  Airways  Corporation  common  stock  on 
July  3,  1942  was  done  on  the  floor  of  the  Exchange  by 
Merrill  Lynch,  Pierce,  Fenner  &  Beane.  They,  too,  have 
declined  to  tell  us  who  the  seller  was  excepting  that  the 
stock  did  not  come  from  management.  The  New  York 
Stock  Exchange  took  the  same  position  as  they  did  as  to 
the  June  6,  1942  secondary. 

*[Mr.  Gibbs  is  an  employee  of  Lehman  Brothers.] 

••[This  exhibit  is  a  sub-exhibit  of  Public  Counsel  Exhibit  224.] 
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Statement  of  Questions  Presented. 

The  questions  presented  are : 

1.  Whether  under  section  409(a)  of  the  Civil  Aero¬ 
nautics  Act  of  1938  the  Civil  Aeronautics  Board  was 
authorized  to  treat  petitioners  as  persons  who  “have  a 
representative  or  nominee  who  represents”  them  as  direc¬ 
tors,  merely  because  they  are  partners  in  an  active  banking 
firm  and  also  serve  as  directors  of  different  air  carriers. 

2.  Whether  the  Civil  Aeronautics  Board  could  reason¬ 
ably  find  that  the  public  interest  is  adversely  affected  within 
the  meaning  of  section  409(a)  when  a  person  holds  concur¬ 
rent  directorships  in  two  companies,  one  of  which,  as  a 
minor  incident  to  its  tropical  produce  business,  supplies 
slow  vacation  steamship  cruises,  and  the  other  of  which 
supplies  rapid  air  transportation  and  derives  a  small  frac¬ 
tion  of  its  gross  revenue  from  the  area  served  by  the 
produce  company. 
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Point  I. — The  Board’s  order  was  based  upon  an 
erroneous  construction  and  application  of  sec-  i 
tion  409(a)  of  the  Act. 

In  concluding  that  each  Lehman  partner  “acts 
as  a  representative”  of  every  other  Lehman 
partner,  and  in  directing  the  termination  of 
several  of  the  “relationships”  said  to  have  been 
created  thereby,  the  Board  exceeded  the  author¬ 
ity  delegated  to  it  by  Congress .  ! 
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A.  The  statute  on  its  face  is  designed  only  to 

prevent  interlocking  directorships  under 
certain  circumstances  between  specified 
kinds  of  companies  and  then  to  prevent  eva¬ 
sion  of  its  provisions  by  the  use  of  repre¬ 
sentatives  or  nominees  who  would  be  con¬ 
trolled  by  their  principals .  16 

j 

B.  The  available  legislative  history  supports 
the  conclusion  that  the  language  of  the 
statute  was  directed  against  those  who  hold 
office  vicariously  in  one  of  the  specified  kinds 

of  companies  .  j  16 


VI 


PAGE 


C.  In  an  earlier  decision  involving  section 

409(a),  the  Board  in  effect  interpreted  the 
statute  in  a  manner  contrary  to  its  interpre¬ 
tation  in  the  instant  case .  17 

D.  When  Congress  has  dealt  with  this  problem 
in  other  contexts  and  has  desired  to  go  fur¬ 
ther  than  it  did  in  section  409(a),  it  has  had 

no  difficulty  in  expressing  its  intent  to  do  so  17 

E.  The  available  judicial  precedents  support 

the  position  taken  by  the  petitioners  here....  18 

Point  II. — The  evidence  before  the  Board  required 
it  to  find  that  the  holding  by  petitioner  Lehman 
of  directorships  in  Pan  American  and  United 
Fruit  would  not  have  an  adverse  effect  upon  the 
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Explanation  of  Abbreviations  used  in  this  Brief. 

“Act”  refers  to  Civil  Aeronautics  Act  of  1938  (Act  of 
June  23,  1938,  c.  601,  52  Stat.  973,  U.  S.  C.  A.,  Title  49, 
§§401  et  seq.),  as  amended. 

“American  Export’7  refers  to  American  Export  Lines, 
Inc.  which  is  a  common  carrier. 

“  App.”  refers  to  pages  of  the  Joint  Appendix  to  Briefs. 

“Board”  refers  to  the  Civil  Aeronautics  Board. 

“Consolidated  Yultee”  refers  to  Consolidated  Vultee 
Aircraft  Corporation  which  is  a  company  engaged  in  a 
phase  of  aeronautics. 

“Continental”  refers  to  intervenor  Continental  Air 
Lines,  Inc.  which  is  an  air  carrier. 

“National”  refers  to  intervenor  National  Airlines, 
Inc.  which  is  an  air  carrier. 

“Pan  American”  refers  to  Pan  American  "World  Air¬ 
ways,  Inc.  which  is  an  air  carrier  and  the  petitioner  in 
No.  11,503. 

“These  petitioners”  refers  to  Robert  Lehman,  Joseph 
A.  Thomas  and  Frederick  L.  Ehrman  who  are  the  peti¬ 
tioners  in  No.  11,500. 

“Tr.”  refers  to  pages  of  the  typewritten  transcript. 

“United  Fruit”  refers  to  United  Fruit  Company  which 
is  a  common  carrier. 


Untteb  states  Court  of  Appeals; 

Foe  the  District  of  Columbia  Circuit. 


Robert  Lehman,  Joseph  A.  Thomas 
and  Frederick  L.  Ehrman, 

Petitioners, 

against 

Civil  Aeronautics  Board, 
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Continental  Air  Lines,  Inc., 

Intervenor, 

National  Airlines,  Inc., 

Intervenor. 

Pan  American  World  Airways,  Inc., 

Petitioner, 

against 

Civil  Aeronautics  Board, 

Respondent. 


No.  11,500. 


No.  11,503. 


Jurisdictional  Statement. 

On  December  30,  1948  the  Board  adopted  an  order 
(App.  29)  instituting  the  proceeding  which  ultimately- 
resulted  in  the  order  here  under  review.  The  purpose  of 
that  proceeding,  as  stated  in  the  1948  order  and  in  an 
amending  order  adopted  April  27,  1950  (App.  34)  was, 
among  others,  to  determine  whether  petitioners  Lehman, 
Thomas  and  Ehrman  who  hold  positions  as  directors  of 
certain  air  carriers  had  “representatives  or  nominees” 
who  were  holding  positions  as  officers  or  directors  of  other 
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companies  which  were  within  the  scope  of  section  409(a) 
of  the  Act. 

On  July  5,  1950  petitioners  Pan  American  and  Lehman 
commenced  a  second  proceeding  before  the  Board  by  filing 
their  joint  application  for  approval  of  the  holding  by 
petitioner  Lehman  of  concurrent  directorships  in  the  air 
carrier  Pan  American  and  the  common  carrier  United 
Fruit  (App.  56).  By  order  adopted  August  15,  1950  the 
Board  consolidated  both  these  proceedings  (App.  38). 
Hearings  in  the  consolidated  proceedings  were  held  on 
December  11,  12  and  13,  1950  before  Examiner  Herbert  K. 
Bryan.  On  October  15,  1951  the  Examiner  issued  a  report 
recommending  findings  for  adoption  by  the  Board  (App. 
81).  Exceptions  to  this  report  were  filed  with  the  Board 
by  these  petitioners  on  November  1,  1951  (App.  115).  On 
May  21,  1952  the  Board  issued  its  findings  and  opinion 
(App.  122)  and  the  order  (App.  24)  which  petitioners  here 
seek  to  have  reviewed. 

The  substantive  statutory  provision  upon  which  the 
Board’s  proceedings  and  order  were  based  is  section  409(a) 
of  the  Act  (52  Stat.  1002,  U.  S.  C.  A.,  Title  49,  §489  [a]). 
It  is  there  provided  that  unless  there  have  been  a  showing, 
and  a  finding  by  the  Board,  that  the  public  interest  will 
not  be  adversely  affected  thereby,  no  person  who  is  a 
director  of  an  air  carrier  may  “have  a  representative  or 
nominee  who  represents  such  person”  as  a  director  in  a 
company  which  is  a  common  carrier  or  which  is  engaged  in 
any  phase  of  aeronautics  (section  409 [a],  subparagraph 
[3]).  Subparagraph  (2)  of  the  same  section  prohibits  the 
air  carrier  from  knowingly  retaining  such  a  director;  and 
subparagraph  (1)  prohibits  air  carriers  from  retaining  a 
director  who  himself  holds  a  directorship  in  a  common 
carrier  or  in  a  company  engaged  in  a  phase  of  aeronautics. 

The  Examiner’s  report  recommended  findings  that  the 
directorships  held  by  these  petitioners  gave  rise  to  several 
so-called  “interlocking  relationships”  some  of  wThich,  in 
the  opinion  of  the  Examiner,  would  adversely  affect  the 
public  interest  (App.  113-114).  Due  exception  was  taken 


to  these  recommendations  (App.  115,  120)  but  the  Board 
in  effect  adopted  them  (App.  125)  and  issued  an  order 
disapproving  the  joint  application  of  petitioners  Pan 
American  and  Lehman  and  directing  the  termination  of 
the  disapproved  “interlocking  relationships”  (App.  24).* 

Petitioners  claim  that  they  have  a  substantial  interest 
in  the  order  of  the  Board  and  that  they  have  suffered  legal 
wrong  and  have  been  adversely  affected  and  aggrieved  by 
it.  They  therefore  invoke  section  1006  of  the  Act  (52  Stat. 
1024,  U.  S.  C.  A.,  Title  49,  §646)  and  section  10  of  the 
Administrative  Procedure  Act  of  1946  (Act  of  June  11, 
1946,  c.  324,  60  Stat.  243,  U.  S.  C.  A.,  Title  5,  §1Q09)  and 
seek  review  of  the  adverse  provisions  of  the  Board’s  order. 

In  compliance  with  these  provisions  of  law  petitioners 
filed  their  respective  petitions  for  review  in  this  Court 
on  July  16  and  17,  1952  (App.  1,  8),  both  of  which  dates 
were  within  sixty  days  after  the  entry  of  the  Board’s 
order.  All  objections  here  urged  by  petitioners  were  urged 
before  the  Board  (See  exceptions,  App.  115,  120). 

By  orders  dated  respectively  July  25  and  August  8, 
1952  this  Court  granted  leave  to  National  and  Continental 
to  intervene  in  No.  11,500  (App.  17,  21).  By  order  dated 
October  1,  1952  this  Court  consolidated  Nos.  11,500  and 
11,503  for  the  purposes  of  filing  briefs  and  for  hearing 
(App.  22). 

Statement  of  Case. 

As  the  foregoing  jurisdictional  statement  reveals,  this 
case  arises  out  of  two  different  proceedings  which  had 
been  consolidated  before  the  Board.  Although  both  pro¬ 
ceedings  arose  under  the  same  substantive  statute  (i.e. 
§409 (a)  of  the  Act)  each  raises  different  questions  and  will 
here  be  treated  separately.  i 

*  The  effectiveness  of  this  order,  insofar  as  it  contains  provi¬ 
sions  directing  affirmative  action,  has  been  stayed  by  an  order  of 
the  Board  adopted  July  10,  1952  until  30  days  after  the  filing  by 
this  Court  of  an  opinion  herein. 
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I. 

The  chief  question  determined  by  the  Board  in  the  first 
proceeding  and  now  presented  to  this  Court  requires  inter¬ 
pretation  and  application  of  the  statutory  command  that, 
unless  the  Board  approves,  “no  person  who  is  an  officer  or 
a  director  of  an  air  carrier  * **  *  *  [may]  have  a  representa¬ 
tive  or  nominee  who  represents  such  person  as  an  officer 
[or]  director  *  *  *  in  any  person  who  is  a  common  carrier 
or  is  engaged  in  any  phase  of  aeronautics.  ’  ’ 

Petitioner  Lehman  is  a  director  of  Pan  American ;  peti¬ 
tioner  Thomas  is  a  director  of  National ;  petitioner  Ehrman 
is  a  director  of  Continental.  Also  involved  in  the  first 
proceeding  before  the  Board  was  Mr.  John  Hertz  who  is  a 
director  of  Consolidated  Vultee.*  While  holding  that  these 
four  individuals  all  came  within  the  above  quoted  language 
of  the  Act,  because  they  are  partners  in  the  banking  firm 
of  Lehman  Brothers*  *  (App.  128),  the  Board  did  not  iden¬ 
tify  in  its  opinion  or  findings  which  were  principals  and 
which  were  “representatives  or  nominees”  (App.  123-133, 
134).  It  avoided  this  dilemma  by  blanketing  all  the  ques¬ 
tioned  directorships  under  one  finding  that  those  who  were 
directors  of  “section  409(a)  enterprises”  (i.e.  common 
carriers  or  companies  engaged  in  a  phase  of  aeronautics) 
“act  as  representatives”  of  those  “who  serve  as  directors 
of  air  carriers”  (App.  134). 

It  has  not  been  claimed  and  the  Board  has  not  found 
that  any  “representative  or  nominee”  of  any  director  was 

*  Other  directorships  held  by  these  individuals  are : 

Petitioner  Lehman’s  concurrent  directorship  in  United 
Fruit.  This  was  disapproved  by  the  Board  as  having  an 
adverse  effect  upon  public  interest.  The  application  for 
approval  of  this  status  was  the  subject  of  the  second  pro¬ 
ceeding  before  the  Board  and  will  be  treated  in  Part  II  of 
this  Statement  of  Case,  infra. 

Petitioner  Thomas’  concurrent  directorship  in  Ameri¬ 
can  Export.  This  status  was  also  considered  as  part  of  the 
second  proceeding  and  was  expressly  approved  by  the  Board 
as  not  adversely  affecting  the  public  interest  (App.  25). 
It  requires  no  further  mention  in  this  brief. 

**  No  improper  conduct  of  any  kind  has  been  charged  or  sug¬ 
gested  as  to  Lehman  Brothers  which  has  enjoyed  a  high  reputation 
for  a  century. 
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in  fact  appointed  or  nominated  as  such  (App.  87).  While 
the  four  named  individuals  were  connected  with  each  other 
in  that  all  were  members  of  a  single  partnership  which  is 
not  in  the  business  of  a  carrier  or  any  phase  of  aeronautics, 
this  alone  cannot  sustain  the  Board’s  conclusion,  .  The 
Examiner  expressly  disclaimed  any  intention  to  hold  that  ; 
the  existence  of  a  partnership  of  itself  makes  every  member 
of  the  partnership  a  representative  or  nominee  of  every 
other  member  of  the  same  partnership  (App.  94);  The 
Board  in  adopting  the  conclusions  of  the  Examiner  ‘ ‘except-— 
as  modified  herein”  (App.  125)  appears  to  have  embraced 
this  conclusion. 

Since  the  Board  thus  did  not  hold  that  the  mere  exist¬ 
ence  of  partnership  among  directors  of  air  carriers  was 
sufficient  ground  for  the  finding  of  violation  of  Section 
409(a),  the  Board’s  conclusion — if  it  is  to  stand — must  find 
support  in  the  other  particular  facts  of  the  case.  But 
they  do  not  support  it. 

These  facts,  as  found  by  the  Examiner  and  as  affirmed 
by  the  Board,  were :  that  Lehman  partners  had  never  been 
appointed  directors  of  carriers  or  of  aeronautical  com¬ 
panies  as  “representatives  of  the  firm”  nor  “for  the  pur¬ 
pose  of  serving  as  representatives  or  nominees  of  Messrs. 
Lehman,  Thomas,  or  Ehrman”  (App.  86-87) ;  that  each  of 
these  petitioners  was  named  to  his  air  carrier  directorship 
“as  a  result  of  their  interests  in  the  enterprise  or  because 
of  personal  relationships”  (App.  86) ;  that  each  of  the  peti¬ 
tioners  when  acting  as  a  director  exercises  “independent 
judgment”  and  “individual  action”  (App.  88-89) ;  and  that 
it  did  not  appear  that  any  “Lehman  partner  exercises  any 
control  over  other  partners  who  are  directors”  of  any  of 
these  enterprises  (App.  87),  nor  that  any  of  the  petitioners 
had  “acted  [as  directors]  on  instructions  of  other  part¬ 
ners”  (App.  92). 

Petitioner  Lehman  had  been  elected  to  the  Pan  Ameri¬ 
can  Board  only  because  he  had  held  an  interest  in  its 
predecessors  and  because  he  had  been  invited  by  the  presi¬ 
dent  of  Pan  American  to  accept  the  office  (App.  86).  Peti¬ 
tioner  Thomas  became  a  director  of  National  in  1946  only 
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because  its  president,  whom  be  bad  known  since  1937,  bad 
asked  bim  several  times  to  do  so  (App.  86-87).  Petitioner 
Ebrman  was  invited  to  become  a  member  of  Continental’s 
Board  by  tbe  president  of  tbe  company  wbo  is  bis  lifelong 
friend  (App.  87).  Mr.  Hertz  bas  long  been  interested  in 
transportation  and  was  invited  by  tbe  president  of  one  of 
Consolidated  Vultee’s  predecessors,  with  whom  be  was 
acquainted,  to  become  a  director  of  that  company.  Subse¬ 
quent  presidents  of  tbe  company  were  old  friends  of  Mr. 
Hertz  wbo  in  turn  invited  bim  to  remain  as  a  director  (App. 
87).  In  each  instance,  these  petitioners  and  Mr.  Hertz  are 
themselves  substantial  stockholders,  but  not  nearly  con¬ 
trolling  stockholders,  of  tbe  respective  companies  (App. 
S6-87).  As  tbe  president  of  each  company  stated  to  tbe 
Board,  tbe  services  of  each  of  these  petitioners  bas  been  of 
unquestioned  value  to  bis  company  (App.  244,  308,  394- 
395),  and  no  question  bas  been  raised  as  to  the  high  ethical 
standards  with  which  each  bas  discharged  bis  duties  as 
director  (App.  93). 

There  was  strong  affirmative  evidence  accepted  by  the 
Board  that  at  least  two  of  tbe  petitioners  have  taken 
diametrically  opposite  views  and  diametrically  opposite 
action  concerning  matters  of  tbe  greatest  importance  to 
their  respective  companies  (App.  88).  A  striking  example 
of  such  direct  disagreement  involved  American  Export’s 
effort  to  obtain  a  certificate  of  convenience  and  necessity 
for  a  transatlantic  air  route  in  1939.  Petitioner  Lehman 
along  with  tbe  other  directors  of  Pan  American  was  opposed 
to  American  Export’s  application.  Pan  American  there¬ 
fore  intervened  in  proceedings  before  tbe  Board  and 
opposed  tbe  application  of  American  Export.  Petitioner 
Thomas,  on  tbe  other  band,  as  a  director  of  American 
Export,  actively  supported  that  company’s  efforts  to  secure 
tbe  necessary  certificate  of  public  convenience  (App.  88). 

Petitioners  Lehman  and  Thomas  again  found  them¬ 
selves  on  opposite  sides  of  a  controversy  before  tbe  Board 
when  Pan  American  sought  approval  of  a  merger  with 
American  Overseas  Air  Lines.  American  Export  as  a 
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substantial  stockholder  of  American  Overseas  Air  Lines 
was  opposed  to  the  terms  of  the  merger  on  the  ground  that 
it  would  thereby  receive  an  inadequate  consideration  for 
its  stock.  Petitioner  Thomas  cast  his  vote  as  a  director  of 
American  Export  in  favor  of  intervening  in  the  merger 
proceeding  while  petitioner  Lehman,  as  a  director  of  Pan 
American,  favored  the  merger  terms  originally  proposed. 
As  a  result  of  American  Export’s  opposition,  the  merger 
agreement  was  renegotiated  upon  terms  more  favorable 
to  American  Export  and  the  other  stockholders  of  Ameri¬ 
can  Overseas  (App.  88). 

The  reported  decisions  of  the  Board  in  other  cases  dis¬ 
close  additional  instances  of  sharp  differences  in  the 
policies  of  the  companies  in  which  these  petitioners  held 
directorships.*  Despite  all  of  these  facts,  the  Board  con¬ 
cluded  that  Lehman  Brothers’  partners  serving  as  direc¬ 
tors  of  these  companies  “act  as  representatives”  of  each 
other;  that  “interlocking  relationships”  between  these 
companies  result  thereby;  and  that  a  number  of  these 
“interlocking  relationships”  would  adversely  affect  the 
public  interest  and  should  therefore  be  disapproved  (App. 
134).  ! 

In  so  doing,  the  Board  appears  to  have  avoided  adop¬ 
tion  of  any  finding  in  the  language  of  the  statute  although 

•See:  Additional  Service  to  Latin  America ,  6  C.  A.  B.  857, 
863  (1946),  where  National  as  an  applicant  for  a  Latin  American 
route,  questioned  “the  quality  and  progressiveness  of  Pan  Amer¬ 
ican’s  operation  in  Latin  America”;  Pan  American  Airways,  Inc., 
ct  al.,  Service  from  New  Orleans  to  Cuba  and  Latin  America,  4 
C.  A.  B.  161  (1943),  in  which  National  intervened  to  contest  Pan 
American’s  application  for  a  new  proposed  route;  Pan  American- 
Panagra  Agreement,  8  C.  A.  B.  50  (1947),  in  which  National 
opposed  the  petition  of  Pan  American  for  approval  of  an  agree¬ 
ment  between  Pan  American  and  Pan  American  Grace  Airways, 
Inc. ;  Northeast  Airlines,  Inc.,  ct  al.,  North  Atlantic  Route,  6  C.  A.  B. 
319  (1945),  in  which  Pan  American  opposed  and  National  sup¬ 
ported  the  principle  that  more  than  one  United  States  carrier 
should  be  permitted  routes  along  the  North  Atlantic;  and  Pan 
American  Airways,  Inc. — Domestic  Route,  11  C.  A.  B.  852  (1950), 
in  which  Pan  American  sought  new  domestic  routes  and  National 
opposed  the  granting  of  such  routes. 

Continental,  whose  routes  are  confined  to  the  western  United 
States,  had  no  interest  in  any  of  these  cases. 
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such  a  finding  would  seem  to  be  necessary  for  action  under 
it.  The  statute  proscribes  the  having  of  a  “representative 
or  nominee”  on  a  board  of  directors  under  the  defined 
circumstances;  the  Board  has  found  that  there  have  been 
occasions  when  one  Lehman  partner  acted  as  a  representa¬ 
tive  of  another,  and  has  thus  by-passed  the  requirement 
for  a  more  specific  finding  of  broader  scope. 

The  occasions  when  Lehman  partners  “acted”  as  rep¬ 
resentatives  occurred,  in  the  opinion  of  the  Examiner, 
when  one  of  the  companies  in  question  was  considering 
the  problem  of  new  financing.  The  Lehman  partner  who 
was  a  board  member  would  then  “endeavor  to  secure 
the  underwriting  business  for  Lehman  Brothers  so  long 
as  the  firm  could  do  as  good  a  job  as  any  other  banking 
firm”  (App.  89).  The  Examiner  concluded  that  “when 
a  partner  attempts  to  secure  an  underwriting  or  partici¬ 
pates  in  merger  negotiations,  he  acts  on  behalf  of  the  firm 
as  its  representative”  (App.  90-91). 

Summing  up  the  record,  the  Examiner  held : 

“It  is  not  implied  that  every  act  wdiich  a  Lehman 
partner  does  as  director  of  an  enterprise  is  on  behalf 
of  the  firm  or  its  partners.  The  representation  is 
limited  solely  to  such  action  as  a  partner  may  take 
in  securing  business  for  the  firm  and  it  is  the  only 
instance  established  by  the  record  in  this  proceed¬ 
ing  in  which  the  Lehman  partner  represents  the  firm 
on  the  board  of  directors  of  a  company”  (App.  91). 

The  Board  agreed  that  these  “relationships”  should  be 
terminated  although  the  Examiner  had  also  found  the 
record  to  be  “devoid  of  any  indication  that  Lehman  direc¬ 
tors  have  used  the  partnership  relations  to  the  detriment  of 
companies  of  which  they  are  directors”  (App.  93)  and 
although  each  of  the  air  carriers  produced  uncontradicted 
evidence  that  the  services  of  each  of  these  petitioners  as  a 
director  had  been  of  great  value  to  his  company  (App. 
96-97). 

Petitioners  will  argue  here,  as  they  argued  before  the 
Board,  that  the  natural  interest  of  each  to  bring  financ- 
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ing  business  to  the  Lehman  partnership  whenever  that  could 
be  done  without  detriment  to  the  particular  company  was 
an  entirely  insufficient  basis  upon  which  to  hold  that  each 
petitioner  “has  a  representative  or  nominee  who  repre¬ 
sents  ’ ’  him  on  each  of  the  other  boards  of  directors  involved 
in  the  proceedings  before  the  Board.  And  the  finding  that 
Lehman  partners  occasionally  “act”  as  representatives, 
even  if  it  were  supported  by  the  evidence,  would  be  an 
entirely  insufficient  basis  for  a  finding  of  an  “interlocking 
relationship”  between  the  designated  companies  or  for  an 
order  under  section  409(a)  of  the  Act. 

II.  I 

The  second  proceeding  considered  by  the  Board  arose 
out  of  the  joint  application  by  petitioners  Pan  American 
and  Lehman  for  approval  of  the  concurrent  holding  by 
petitioner  Lehman  of  directorships  in  both  Pan  American 
and  United  Fruit.  This  proceeding  of  course  did  not 
involve  any  question  as  to  the  existence  of  a  “representa¬ 
tive  or  nominee”  since  the  two  directorships  are  held  by 
the  same  person.  Under  section  409(a)  the  Board  had  the 
duty  of  determining  whether  the  public  interest  would  be 
adversely  affected  by  the  concurrent  holding  of  the  two 
directorships.  i 

On  this  issue  too  the  Board  decided  against  petitioners. 
The  test  as  to  whether  the  public  interest  would  be  adversely 
affected  by  these  directorships  in  a  steamship  company  and 
an  air  carrier  was  stated  by  the  Examiner  and  the  Board 
to  depend  upon  the  existence  of  competition  between  the 
two  companies  for  traffic  (App.  97,  129-130).  And  it  was 
conceded  by  the  Examiner  that  the  “competition  necessary 
to  transcend  the  benefits  accruing  from  Mr.  Lehman’s 
service  as  director  of  Pan  American  must  be  of  some 
consequence”  (App.  106).  i 

Although  the  Examiner  found  that  no  competition  of 
consequence  existed  between  the  companies  for  “poinUto- 
point”,  or  one-way,  travel  trade  (App.  101,  103),  and 
although  he  also  found  that  “except  in  cases  of  emergency, 
cargo  carried  by  United  Fruit  would  not  be  attracted  to 
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air  transportation”  (App.  102),  he  found  against  the  peti¬ 
tioners  upon  the  theory  that  tourist  cruise  trade  which  is 
now  carried  by  United  Fruit  on  a  few  of  its  slow  cargo 
ships  between  the  United  States  and  Puerto  Barrios, 
Guatemala  (via  Havana)  might  be  attracted  by  Pan  Amer¬ 
ican’s  airplanes  to  the  Caribbean  area  (App.  100-101,  106- 
107). 

The  issue  presented  here  is  whether  that  finding  and  the 
conclusion  that  the  public  interest  would  be  adversely 
affected  by  the  two  directorships  were  adequately  supported 
by  evidence.  Petitioners  contend  that  the  evidence  did  not 
support  this  conclusion  of  the  Board  and  that  it  compelled 
a  contrary  one. 

The  evidence  showed  that  Pan  American  is  engaged 
primarily  in  rapid  air  transportation  of  passengers  between 
the  United  States  and  a  number  of  foreign  countries  (App. 
98, 107, 110).  United  Fruit,  on  the  other  hand,  is  primarily 
in  the  business  of  growing  and  shipping  bananas  and  other 
tropical  products  (App.  99).  Of  the  51  fruit  and  cargo 
ships  operated  by  United  Fruit,  six  have  accommodations 
for  ninety-odd  cruise  passengers  each,  in  addition  to  their 
cargo  facilities  (App.  100).  The  others  provide  accommo¬ 
dations  for  eight  to  twelve  passengers  each  but  these  were 
left  out  of  consideration  by  the  Examiner  because  they 
are  not  advertised  for  sale,  they  are  used  primarily  by 
United  Fruit’s  own  personnel,  and  the  company  does  not 
guarantee  the  destination  of  the  vessels  (App.  101,  103). # 

The  six  ships  used  for  cruises  stop  only  at  ports  which 
are  points  of  export  and  import  for  bananas  and  other 
tropical  products  (App.  100-101).  As  explained  by  an 
official  of  United  Fruit,  the  company  has  “certain  obliga¬ 
tions  to  maintain  [passenger]  service  to  the  countries” 
in  which  it  operates,  but  such  service  “is  adjusted  based 
on  our  requirements  for  bananas  and  sugar”  (App.  296). 

•United  Fruit’s  subsidiary,  Elders  and  Fyffes,  Ltd.  runs  one 
or  two  cargo  ships  per  month  from  England  to  Havana  and  Puerto 
Barrios  but  the  Examiner  held  that  the  volume  of  this  traffic  was 
occasional  and  not  appreciable.  This  traffic  was  therefore  also  left 
out  of  consideration  by  the  Examiner  (App.  100,  103). 
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The  cruise  passenger  trade  is  therefore  only  incidental  to 
United  Fruit’s  main  business. 

For  United  Fruit,  this  trade  consisted  of  round  trip 
passengers  traveling  to  Guatemala  although  they  may  have 
stopped  also  at  Havana  (App.  100-101).  Pan  American’s 
service  to  Latin  America  touches  many  other  points  so  that, 
of  all  Pan  American’s  passengers  to  this  area  in  the  survey 
months  of  September  1947,  September  1948,  March  1948 
and  March  1949,  the  number  of  passengers  carried  between 
the  United  States  and  Guatemala  represented  approxi¬ 
mately  only  about  1.5%  (App.  407).  It  is  obvious,  although 
the  record  does  not  disclose  the  fact,  that  comparison  with 
Pan  American’s  world- wide  operations  would  produce  a 
much  tinier  percentage.  All-expense  tours  arranged  by 
Pan  American  during  the  summer  months  of  1950,  which 
were  superficially  comparable  to  the  all-expense  cruises 
of  United  Fruit,  produced  revenues  constituting  only  0.7% 
of  the  gross  revenues  during  that  period  of  Pan  American’s 
Latin  American  division  (App.  107,  143,  Tr.  1257).  These 
were  comparable  at  all  only  because  the  fare  paid  by  the 
passenger  included  land  accommodations;  in  fact,  all  of 
these  tours  went  to  points  south  of  Central  America  (App. 
107).  Pan  American’s  sales  of  excursion  tickets  to  and 
from  Havana,  Mexico  City,  and  other  Caribbean  points  did 
not  include  land  accommodations.  These  were  conceded  by 
the  Examiner  to  be  “not  competitive  to  United  Fruit’s 
Havana  and  Guatemala  service  on  a  point-to-point  basis”, 
and  were  taken  by  him  into  consideration  only  because  they 
provided  service  to  “the  same  vacation  travel  area”  (App. 
107). 

In  any  event,  there  was  no  basis  upon  which  to  conclude 
that  the  two  methods  of  transportation  truly  competed  for 
the  traveler’s  dollar.  The  American  vacationist  who  desired 
to  spend  all  his  vacation  in  Guatemala  and  to  devote  a 
minimum  of  his  time  to  transportation  could  travel  by 
Pan  American  from  Miami  to  Guatemala  in  less  than  five 
hours  (Tr.  746).  Uncontradicted  testimony  of  a  United 
Fruit  official  established  that  passengers  traveling  on  its 
ships  desired  a  slow  leisurely  vacation  with  a  rest  on  the 
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water  (App.  307)  and  were  not  likely  to  be  interested  in 
a  quick  means  of  arriving  at  any  particular  destination. 

For  example,  in  October  1950,  the  itinerary  of  a 
vacationist  traveling  on  a  United  Fruit  eleven-day  cruise 
from  New  York  provided  for  only  one  and  a  half  days  in 
Guatemala  and  for  the  remaining  time  aboard  ship;  the 
eighteen-day  cruise  from  New  York  permitted  nine  days 
in  Guatemala  and  nine  days  aboard  ship  (App.  403,  405). 
The  exhibit  in  the  record  describing  the  services  available 
to  the  traveler  during  such  a  cruise,  e.g.  outdoor  swimming 
pool,  spacious  decks  for  sports  and  relaxation,  cocktail 
lounge  and  suites  with  private  bath  (App.  403-405),  indi¬ 
cates  that  the  time  spent  on  the  high  seas  is  a  vacation  in 
itself  and  is  an  important  essential  of  the  trip  which  cannot 
be  provided  by  Pan  American’s  airplanes. 

It  was  therefore  fanciful  to  hold  that  there  was  com¬ 
petition  between  Pan  American  and  United  Fruit  in  more 
than  name.  And,  aside  from  the  question  of  such  competi¬ 
tion,  there  was  no  basis  upon  which  to  conclude  that  the 
holding  by  petitioner  Lehman  of  concurrent  directorships  in 
both  companies  had  an  adverse  effect  upon  the  public 
interest.  It  was  found  that  no  action  of  petitioner  Lehman 
had  ever  been  inimical  to  the  interests  of  Pan  American 
(App.  108),  and  the  evidence  as  to  petitioner  Lehman’s 
service  on  the  Pan  American  board  was  summarized  by 
the  Examiner  as  follows: 

“Pan  American  points  to  Mr.  Lehman’s  long 
experience  in  commercial  aviation  which  includes 
participation  in  the  forming  of  Aviation  Corporation 
in  1928,  his  service  as  director  of  Pan  American  from 
1929  to  date  and  as  a  member  of  the  Executive  Com¬ 
mittee  from  1938  to  May  31,  1939,  and  membership 
in  the  first  large  banking  house  to  underwrite  avia¬ 
tion  securities.  Pan  American  urges  that  Mr. 
Lehman’s  familiarity  with  the  aviation  industry,  his 
wide  business  and  financial  experience  in  general, 
and  his  affiliations  and  contacts  have  been  beneficial 
to  Pan  American.  The  carrier  believes  that  any 
action  which  would  deprive  the  company  of  his  con- 
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tinued  services  as  a  director  would  be  contrary  to 
the  best  interest  of  air  transportation  and  adverse 
to  the  public  interest”  (App.  97). 

On  the  basis  of  this  record,  we  shall  argue  that  the 
Board’s  adverse  conclusion  is  without  any  rational  founda¬ 
tion  and  cannot  be  allowed  to  stand.  j 

Statute  Involved. 

Civil  Aeronautics  Act  of  1938,  as  Amended 
Title  IV — Am  Carrier  Economic  Regulation 

•  •  • 


Prohibited  Interests  j 

Interlocking  relationships 

Sec.  409(a)  After  one  hundred  and  eighty  days  after 
the  effective  date  of  this  section,  it  shall  be  unlawful,  unless 
such  relationship  shall  have  been  approved  by  order  of 
the  Board  upon  due  showing,  in  the  form  and  manner  pre¬ 
scribed  by  the  Board,  that  the  public  interest  will  not  be 
adversely  affected  thereby — 

(1)  For  any  air  carrier  to  have  and  retain  an  officer 
or  director  who  is  an  officer,  director,  or  member,  or  who 
as  a  stockholder  holds  a  controlling  interest,  in  any  other 
person  who  is  a  common  carrier  or  is  engaged  in  any  phase 
of  aeronautics. 

(2)  For  any  air  carrier,  knowingly  and  willfully,  to 
have  and  retain  an  officer  or  director  who  has  a  represen¬ 
tative  or  nominee  who  represents  such  officer  or  director 
as  an  officer,  director,  or  member,  or  as  a  stockholder  hold¬ 
ing  a  controlling  interest,  in  any  other  person  who  is  a 
common  carrier  or  is  engaged  in  any  phase  of  aeronautics. 

(3)  For  any  person  who  is  an  officer  or  director  of  an 
air  carrier  to  hold  the  position  of  officer,  director,  or  mem¬ 
ber,  or  to  be  a  stockholder  holding  a  controlling  interest, 
or  to  have  a  representative  or  nominee  who  represents 


such  person  as  an  officer,  director,  or  member,  or  as  a  stock¬ 
holder  holding  a  controlling  interest,  in  any  other  person 
who  is  a  common  carrier  or  is  engaged  in  any  phase  of 
aeronautics. 

(4)  For  any  air  carrier  to  have  and  retain  an  officer  or 
director  who  is  an  officer,  director,  or  member,  or  who  as  a 
stockholder  holds  a  controlling  interest,  in  any  person 
whose  principal  business,  in  purpose  or  in  fact,  is  the  hold¬ 
ing  of  stock  in,  or  control  of,  any  other  person  engaged  in 
any  phase  of  aeronautics. 

(5)  For  any  air  carrier,  knowingly  and  willfully,  to 
have  and  retain  an  officer  or  director  who  has  a  represen¬ 
tative  or  nominee  who  represents  such  officer  or  director 
as  an  officer,  director,  or  member,  or  as  a  stockholder  hold¬ 
ing  a  controlling  interest,  in  any  person  whose  principal 
business,  in  purpose  or  in  fact,  is  the  holding  of  stock  in, 
or  control  of,  any  other  person  engaged  in  any  phase  of 
aeronautics. 

(6)  For  any  person  who  is  an  officer  or  director  of  an 
air  carrier  to  hold  the  position  of  officer,  director,  or  mem¬ 
ber,  or  to  be  a  stockholder  holding  a  controlling  interest, 
or  to  have  a  representative  or  nominee  who  represents  such 
person  as  an  officer,  director,  or  member,  or  as  a  stock¬ 
holder  holding  a  controlling  interest,  in  any  person  whose 
principal  business,  in  purpose  or  in  fact,  is  the  holding  of 
stock  in,  or  control  of,  any  other  person  engaged  in  any 
phase  of  aeronautics. 

•  •  • 


Statement  of  Points. 

1.  (a)  The  Board’s  Finding  (1)  that  the  petitioners  and 
their  partners  who  serve  as  directors  of  “section  409(a) 
enterprises  act  as  representatives  of  the  other  partners  of 
Lehman  Brothers  who  serve  as  directors  of  air  carriers” 
(App.  134)  is  based  on  an  erroneous  construction  of  section 
409(a)  of  the  Act  and  exceeds  the  Board’s  statutory  juris¬ 
diction  and  authority  (App.  6). 
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(b)  The  Board’s  Finding  (2)  that  interlocking  relation¬ 
ships  exist  between  the  companies  mentioned  therein  (App. 
134)  is  based  on  an  erroneous  construction  of  section  409(a) 
of  the  Act  and  exceeds  the  Board’s  statutory  jurisdiction 
and  authority  (App.  6). 

(c)  Each  and  every  part  of  said  Findings  (1)  and  (2) 
is  arbitrary,  capricious  and  unsupported  by  substantial 
evidence  (App.  6). 

(d)  Paragraphs  3,  4  and  5  of  the  Board’s  order  (App. 
25-26)  which  direct  the  termination  by  the  petitioners  of 
certain  so-called  “interlocking  relationships”  are  in  excess 
of  the  Board’s  statutory  jurisdiction  and  authority  (App.  7) 

(e)  The  proviso  contained  in  paragraph  6  of  the  Board’s 
order  (App.  28),  which  modifies  or  qualifies  the  Board’s 
approval  of  certain  so-called  “interlocking  relationships”, 
is  in  excess  of  the  Board’s  statutory  jurisdiction  and 
authority  (App.  7). 

All  the  foregoing  points  will  be  argued  together  under 
Point  I  of  the  argument  section  of  this  brief. 

2.  (a)  The  Board’s  Finding  (4)  to  the  extent  tihat  it 
finds  that  the  alleged  relationship  between  Pan  American 
and  United  Fruit  will  adversely  affect  the  public  interest 
and  should  be  terminated  (App.  134)  is  based  on  an  errone¬ 
ous  construction  of  section  409(a)  of  the  Act  and  exceeds 
the  Board’s  statutory  jurisdiction  and  authority  (App.  6). 

(b)  This  part  of  Finding  (4)  is  also  arbitrary,  capri¬ 
cious  and  unsupported  by  substantial  evidence  (App.  6). 

(c)  Paragraph  1  of  the  Board’s  order,  which  disap¬ 

proves  the  joint  application  of  petitioners  Pan  American 
and  Robert  Lehman  for  approval  of  the  relationship  arising 
from  the  holding  by  petitioner  Lehman  of  said  positions 
(App.  25),  is  arbitrary,  capricious,  unsupported  by  sub¬ 
stantial  evidence  and  exceeds  the  Board’s  statutory  juris¬ 
diction  and  authority  (App.  7).  I 

All  the  foregoing  points  will  be  argued  together  under 
Point  II  of  the  argument  section  of  this  brief. 
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Summary  of  Argument. 

I.  The  Board’s  order  was  based  upon  an  erroneous 
construction  and  application  of  section  409(a)  of  the  Act. 

In  concluding-  that  each  Lehman  partner  “acts  as  a  rep¬ 
resentative’’  of  every  other  Lehman  partner,  and  in  direct¬ 
ing  the  termination  of  several  of  the  “relationships’’  said 
to  have  been  created  thereby,  the  Board  exceeded  the 
authority  delegated  to  it  by  Congress. 

A.  The  statute  on  its  face  is  designed  only  to  prevent 
interlocking  directorships  under  certain  circumstances 
between  specified  kinds  of  companies  and  then  to  prevent 
evasion  of  its  provisions  by  the  use  of  representatives  or 
nominees  who  would  be  controlled  by  their  principals. 

This  case  represents  the  Board’s  first  effort  to  apply 
the  “representative  or  nominee”  language  of  section  409(a). 
In  applying  the  section  to  members  of  the  Lehman  partner¬ 
ship  the  Board  purported  to  give  the  term  “representative” 
its  ordinary  meaning.  But,  in  holding  as  it  did,  the  Board  in 
fact  ignored  the  meaning  of  the  term  in  its  context  and  dis¬ 
regarded  the  plan  and  purpose  of  the  statute  which  are  evi¬ 
dent  from  its  face,  i.e.  that  the  “representative  or  nominee” 
provision  was  intended  only  to  prevent  evasion  of  sub- 
paragraph  (1)  of  the  section.  The  statute  was  not  designed 
to  reach  out  to  embrace  persons  not  bound  either  in  law 
or  in  fact  to  carry  out  the  instructions  of  others. 

B.  The  available  legislative  history  supports  the  conclu¬ 
sion  that  the  language  of  the  statute  was  directed  against 
those  who  hold  office  vicariously  in  one  of  the  specified  kinds 
of  companies. 

A  comparison  between  the  House  and  Senate  bills  which 
resulted  in  the  Civil  Aeronautics  Act  of  1938  indicates  that 
the  “representative  or  nominee”  language  was  designed  to 
reach  those  who  sat  on  boards  through  a  representative 
or  nominee.  Those  who  proposed  the  legislation  and  were 
interested  in  its  enactment  described  the  language  here 
under  consideration  as  being  designed  “to  prevent  eva- 
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sion”  of  the  prohibition  against  direct  interlocking  rela¬ 
tionships. 

In  spite  of  the  fact  that  Congress  has  already  indicated 
its  unwillingness  to  include  an  “underwriter”  among  the 
specified  kinds  of  companies  affected  by  section  409(a), 
the  Board  in  this  case  has  attempted  to  extend  the  legisla¬ 
tion  to  include  interlocking  directorates  between  air  car¬ 
riers  and  underwriters. 

C.  In  an  earlier  decision  involving  section  409(a),  the 
Board  in  effect  interpreted  the  statute  in  a  manner  contrary 
to  its  interpretation  in  the  instant  case. 

In  1947  it  was  proposed  to  form  an  organization  headed 
by  high  ranking  executives  of  air  carriers.  This  organi¬ 
zation  was  to  act  as  the  exclusive  representative  of  the  air 
carriers  in  collective  bargaining  negotiations  with  their 
pilots.  After  considering  the  applicability  of  section 
409(a),  the  Board  held  that  the  service  of  air  carrier  execu¬ 
tives  on  the  board  of  directors  of  the  proposed  organization 
did  not  give  rise  to  interlocking  relationships  as  between 
the  air  carriers.  I 

D.  When  Congress  has  dealt  with  this  problem  in  other 
contexts  and  has  desired  to  go  further  than  it  did  in  section 
409(a),  it  has  had  no  difficulty  in  expressing  its  intent 
to  do  so. 

The  language  in  section  409(a)  is  to  be  contrasted  with 
the  language  in:  j 

(1)  Section  2(a)  (11)  (D)  of  the  Public  Utility  Holding 
Company  Act  of  1935  where  Congress  gave  the  Securities 
and  Exchange  Commission  power  to  find  an  adverse  public 
interest  whenever  a  person  stands  in  such  a  relation  to  a 
specified  company  as  to  create  the  possibility  that'  there 
would  be  an  absence  of  “arms-length  bargaining”;  and 

(2)  Section  17(c)  of  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935  in  which  Congress  gave  the  Securities 
and  Exchange  Commission  power  to  find  an  adverse  public 
interest  whenever  an  officer  or  director  of  a  registered  hold- 
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ing  company  is  also  an  executive  officer,  director,  partner, 
appointee  or  representative  of  any  bank,  trust  company, 
investment  banker  or  banking  association  or  firm. 

E.  The  available  judicial  precedents  support  the  posi¬ 
tion  taken  by  the  petitioners  here. 

A  1952  decision  of  the  Supreme  Judicial  Court  of  Maine 
has  construed  Section  17(c)  of  the  Public  Utility  Holding 
Company  Act  of  1935  and  has  held  that  a  person  is  not  a 
“representative”  of  an  outside  interest  if  he  is  not  under 
the  control  of  such  interest  and  answerable  to  it  for  his 
acts.  A  1952  opinion  of  Judge  Learned  Hand,  construing 
and  applying  Section  16(b)  of  the  Securities  and  Exchange 
Act  of  1934,  holds  that  there  is  a  distinction  between  service 
by  a  Lehman  Brothers’  partner  on  a  board  of  directors  and 
a  situation  where  the  partner  is  in  fact  “deputed”  to  repre¬ 
sent  the  firm’s  interest  as  a  director  on  the  board. 

II.  The  evidence  before  the  Board  required  it  to  find 
that  the  holding  by  petitioner  Lehman  of  directorships  in 
Pan  American  and  United  Fruit  would  not  have  an  adverse 
effect  upon  the  public  interest. 

In  determining  whether  the  directorships  held  by  peti¬ 
tioner  Lehman  in  both  Pan  American  and  United  Fruit 
adversely  affected  the  public  interest,  the  Board  applied 
the  tests  of  whether  any  conflicts  of  interest  would  arise 
from  competition  for  traffic  and  whether  petitioner  Lehman 
by  holding  both  directorships  violated  the  principles  stated 
in  earlier  Board  decisions. 

The  evidence  required  a  finding,  which  the  Board 
declined  to  make,  that  competition  between  Pan  American 
and  United  Fruit,  if  it  existed  at  all,  existed  only  to  a 
minor  degree.  Under  previous  Board  decisions  such  a 
finding  vrould  have  resulted  in  approval  of  the  concurrent 
holding  by  petitioner  Lehman  of  both  these  directorships. 

In  any  event,  the  Board  erred  in  treating  as  competitive 
the  service  of  Pan  American  which  provides  a  five-hour 
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flight  to  Guatamala,  and  the  cruise  steamship  service  of 
United  Fruit  which  provides  a  lengthy  period  on  the  high 
seas — a  vacation  in  itself.  j 

ARGUMENT. 

POINT  I. 

i 

The  Board’s  order  was  based  upon  an  erroneous 
construction  and  application  of  section  409(a)  of  the 
Act. 

In  concluding  that  each  Lehman  partner  “acts  as  a 
representative”  of  every  other  Lehman  partner,  and  in 
directing  the  termination  of  several  of  the  “relation¬ 
ships”  said  to  have  been  created  thereby,  the  Board 
exceeded  the  authority  delegated  to  it  by  Congress. 

This  is  a  case  of  first  impression.  In  the  words  of  the 
Board : 

“This  is  the  first  proceeding  under  section  409(a) 
of  the  Act  which  has  presented  the  jurisdictional 
question  of  the  existence  of  an  interlocking  relation¬ 
ship  by  representation  rather  than  by  the  same 
individual  having  positions  in  both  enterprises” 
(App.  125). 

The  Board  has  here  employed  this  concept  of  “inter¬ 
locking  relationship  by  representation”  to  justify  an  order 
that  directors  who  have  a  personal  financial  interest  in 
their  companies  and  who  have  served  with  distinction 
should  be  summarily  discharged  merely  because  they  are 
members  of  an  active  banking  firm.  Justification  for  such 
an  order  cannot  be  found  either  in  the  words  or  the  back¬ 
ground  of  the  statute. 

The  plan  and  purpose  of  section  409(a)  are  evident  from 
a  mere  reading.  Subparagraph  (1)  empowers  the  Board 
to  disapprove  an  interlocking  directorship  between  or  among 
air  carriers,  common  carriers  and  companies  engaged  in 
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aeronautics,  if  such  interlocking  directorship  will  adversely 
affect  the  public  interest.  Subparagraphs  (2)  and  (3)  seek 
to  prevent  the  establishment  of  such  an  interlncking  direc¬ 
torship  by  indirection.  They  proscribe  the  holding  of  such 
interlocking  directorships  by  those  who  “have  a  repre¬ 
sentative  or  nominee”  who  represent  them  as  officers  or 
directors  on  common  carriers  or  companies  engaged  in 
aeronautics.  Subparagraphs  (4),  (5)  and  (6)  in  similar 
language  prevent  direct  and  indirect  interlocking  director¬ 
ships  between  air  carriers  and  companies  whose  principal 
business  is  the  holding  of  stock  in  or  control  of  companies 
engaged  in  aeronautics. 

The  unambiguous  provisions  of  the  statute  thus  disclose 
that  Congress  was  dealing  with  relationships  between 
specified  types  of  businesses  and  with  those  situations  in 
which  its  purpose  might  be  circumvented  by  the  device  of 
appointment  of  a  representative  or  the  designation  of  a 
nominee  to  act  as  the  alter  ego  of  his  principal  and  be 
answerable  to  him  for  his  acts  as  a  director. 

With  equal  lack  of  ambiguity  the  statute  refrains  from 
dealing  with  the  relationship  between  partners ;  and  it  does 
not  disqualify  every  director  who  is  associated  with  a  busi¬ 
ness  which  could  possibly  have  dealings  with  the  air  carrier. 
Nor  does  it  prevent  the  stockholders  of  an  air  carrier  from 
electing  as  a  director  an  executive  of  an  investment  banking 
company  or  of  any  other  business  except  those  specifically 
mentioned  in  the  statute. 

As  our  later  discussion  will  show,  whenever  Congress 
has  thought  it  necessary  to  accomplish  any  of  the  purposes 
described  in  the  preceding  paragraph,  it  has  had  no  diffi¬ 
culty  in  saying  so  in  language  that  cannot  be  misunder¬ 
stood.  In  concluding  that  all  persons  who  have  a  “general 
and  continuing  community  of  interest”  among  themselves 
(App.  128)  are  both  principals  and  representatives  of 
each  other  and  in  disregarding  the  fact  that  these  persons 
were  not  bound  either  in  fact  or  in  law  to  abide  by  this 
so-called  community  of  interest,  the  Board  has  read  into 
the  statute  words  which  are  not  there  and  has  attempted 
to  exercise  a  purely  legislative  function.  No  such  power 
is  confided  to  the  Board. 
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Although  the  lack  of  ambiguity  in  the  statute  makes  it 
unnecessary  to  consult  legislative  history,  examination  of 
that  history  discloses  nothing  to  support  the  Board’s  inter¬ 
pretation.  The  subject  matter  of  section  409(a)  was  orig¬ 
inally  treated  both  in  section  410  of  the  Senate  bill  (S.  3845, 
75th  Congress,  3rd  Session)  and  section  411  of  the  House 
bill  (H.  R.  9738,  75th  Congress,  3rd  Session).  Section  411 
of  the  House  bill  as  reported  (83  Cong.  Rec.  7064,  7088 
[1938])  became  section  409(a).  Section  410  of  the  Senate 
bill,  the  full  text  of  which  is  set  out  in  the  margin,*  would 
have  declared  it  unlawful  for  a  director  of  an  air  carrier  to 
hold  a  similar  position  “either  directly  or  through  a  repre¬ 
sentative  or  nominee  or  otherwise”  in  any  other  carrier  or 
aeronautical  company  (Emphasis  supplied).  The  Congres¬ 
sional  discussions  and  reports  indicate  that  this  language 
was  regarded  as  meaning  the  same  thing  as  the  language 
ultimately  included  in  the  statute  (83  Cong.  Rec.  6727;  6430- 
6431  [1938] ;  House  Report  No.  2635,  75th  Cong.,  3rd  Sess., 
p.  72).  This  emphasizes  that  it  was  vicarious  directorial 
service  that  was  the  target. 

•“After  180  days  after  the  effective  date  of  this  section  it 
shall  be  unlawful — 

(1)  for  any  person  who  holds  the  position  of  officer  or 
director  of  any  air  carrier  to  hold  the  position  of  officer, 
director,  stockholder,  or  member,  either  directly  or  through 
a  representative  or  a  nominee  or  otherwise,  (a)  in  any  other 
air  carrier,  (b)  in  any  other  person  engaged  in  any;  phase 
of  aeronautics,  (c)  in  any  other  person  whose  principal  busi¬ 
ness,  in  purpose  or  in  fact,  is  the  holding  of  stock  in,  or 
control  of,  any  person  engaged  in  any  phase  of  aeronautics, 
or  (d)  in  any  common  carrier,  or  (2)  for  any  air  carrier, 
knowingly  and  willfully  to  have  and  retain  any  such  person 
as  an  officer  or  director 

unless  such  holding  shall  have  been  authorized  by  the  Authority, 
upon  due  showing  in  form  and  manner  prescribed  by  it,  that  the 
public  interest  will  not  be  adversely  affected  thereby.  Aftqr  this 
section  takes  effect  it  shall  be  unlawful  for  any  officer  or  director 
of  any  such  air  carrier  to  receive  for  his  owm  benefit,  directly  or 
indirectly,  any  money  or  thing  of  value  in  respect  of  negotiation, 
hypothecation,  or  sale  of  any  securities  issued  or  to  be  issued  by 
such  carrier,  or  to  share  in  any  of  the  proceeds  thereof.” 
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The  meaning  attributed  to  the  statute  by  those  who  had 
a  hand  in  drafting  it  is  inconsistent  with  the  interpretation 
given  it  by  the  Board.  H.  R.  9738  had  been  drafted  by 
the  Chairman  of  the  House  Committee  on  Interstate  and 
Foreign  Commerce  in  collaboration  with  a  committee  of 
representatives  of  various  executive  departments  and  was 
regarded  as  an  “administration  bill”  (83  Cong.  Rec.  6725 
[1938] ;  Hearing  before  House  Committee  on  Interstate  and 
Foreign  Commerce  on  H.  R.  9738,  75th  Cong.,  3rd  Sess. 
[1938],  pp.  69-71).  The  Assistant  General  Counsel  of  the 
Treasury  Department  who  was  the  chairman  of  the  inter¬ 
departmental  committee  made  the  following  comment  con¬ 
cerning  the  bill : 

“15.  Interlocking  Directorates:  H.  R.  7273  pro¬ 
hibits  any  person  from  occupying  the  position  of 
officer  or  director  of  more  than  one  air  carrier  or 
any  air  carrier  and  an  aeronautical  company,  unless 
such  relationship  is  approved  by  the  Commission. 
That  is  the  Interstate  Commerce  Commission  in  last 
year’s  bill.  The  analogous  provisions  of  the  present 
bill,  II.  R.  9738,  are  substantially  similar,  but  are 
extended  to  prohibit  any  person  from  being  an  officer 
or  director  of  an  air  carrier  and  a  common  carrier 
or  an  aeronautical  holding  company  without  the 
approval  of  the  new  civil  aviation  agency.  More¬ 
over,  the  present  bill  imposes  these  prohibitions  upon 
the  air  carrier  employing  the  officer  or  director  as 
well  as  upon  the  officer  or  director  himself.  In  addi¬ 
tion,  in  order  to  prevent  evasion  of  these  provisions , 
the  present  bill  prohibits  an  officer  or  director  of  an 
air  carrier  from  employing  a  representative  or 
nominee  to  act  as  an  officer  or  director  in  another 
air  carrier,  common  carrier,  or  aeronautical  company. 
The  additional  provisions  were  deemed  essential  to 
insure  complete  protection  from  the  evils  which  may 
arise  from  interlocking  directorates.”  (Emphasis 
supplied,  Hearing  before  House  Committee  on  Inter- 
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state  and  Foreign  Commerce  on  H.  R.  9738,  75th 
Cong.,  3rd  Sess.  [1938],  p.  45). 

Thus,  affirmative  evidence  to  be  found  in  the  legis¬ 
lative  history  of  section  409(a)  makes  it  clear  that  sub- 
paragraphs  (2)  and  (3)  were  enacted  “in  order  to  prevent 
evasion”  of  subparagraph  (1),  and  subparagraphs  (5)  and 
(6)  were  enacted  “in  order  to  prevent  evasion”  of  sub- 
paragraph  (4). 

There  is  also  some  negative  evidence  that  Congress  did 
not  intend  to  prohibit  interlocking  directorates  or  other 
relationships  between  air  carriers  and  banking  firms.  This 
is  to  be  found  in  its  omission  to  enact  H.  R.  3420  (78th  Cong., 
1st  Sess.,  text  reported  in  House  Report  No.  784,  p.  101), 
which  would  have  amended  section  409(a)  so  as  to  add  the 
term  “underwriter”  to  the  list  of  companies  prohibited 
from  being  parties  to  such  relationships.  The  House  Com¬ 
mittee  on  Interstate  and  Foreign  Commerce  in  describing 
H.  R.  3420  referred  to  the  “principal  change  of  substance” 
in  409(a)  as  the  inclusion  within  its  scope  “of  interlocking 
relationships  between  air  carriers  and  contract  carriers  and 
between  air  carriers  and  underwriters”  (78th  Cong.,  1st 
Sess.,  House  Report  No.  784,  p.  27). 

While  the  Board  has  not  yet  gone  so  far  as  to  hold  that 
any  one  member  of  an  underwriting  firm  is  disqualified  from 
acting  as  a  director  of  an  air  carrier,  the  present  decision 
would  prohibit  any  two  members  of  an  underwriting  firm 
from  serving  in  such  capacities.  The  Board  has  also  gone 
much  further  in  another  direction  than  did  the  proposed 
1943  legislation.  The  Board  appears  to  have  held  that  sec¬ 
tion  409(a)  is  to  be  extended  to  apply  not  only  to  under¬ 
writers  but  to  every  type  of  business  which  could  possibly 
have  dealings  with  an  air  carrier. 

This  seems  to  be  an  inescapable  conclusion  both  from 
the  Examiner’s  language: 

“If  the  partnership  were  engaged  in  a  business  unre¬ 
lated  to  the  Section  409  enterprise  and  there  were 
no  possibility  of  business  dealings  between  the  two, 
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there  would  be  no  basis  for  concluding  that  the 
partner  would  represent  the  firm  as  a  director’ ’ 
(App.  94) 

and  from  the  Board’s  language: 

“In  this  proceeding,  the  evidence  of  occasional  con¬ 
flicts  between  Lehman  partners  in  particular  situa¬ 
tions  cannot  erase  the  amply  proven  fact  of  a  gen¬ 
eral  and  continuing  community  of  interest  among 
them  in  furthering  the  business  of  Lehman  Broth¬ 
ers”  (App.  128). 

Our  argument  that  the  Board’s  order  is  an  attempt  to 
expand  the  powers  confided  to  it  by  Congress,  is  sup¬ 
ported  by  examination  of  the  Board’s  own  decision  in  Air¬ 
lines  Negotiating  Conference  Agreements ,  8  C.  A.  B.  354 
(1947).  That  was  a  proceeding  in  whh  ;  the  Board 
approved  the  creation  of  a  non-profit  organization  headed 
by  seven  directors,  of  whom  six  were  to  be  chosen  from 
among  high  ranking  officers  of  eighteen  air  carriers.  This 
organization  was  to  act  as  the  exclusive  representative  of 
the  air  carriers  in  collective  bargaining  negotiations  with 
pilots  employed  by  the  air  carriers. 

The  Board  approved  the  plan,  saying  (at  p.  358) : 

“The  conference  organization  would  not  give  rise 
to  interlocking  relationships  within  the  purview  of 
section  409(a)  of  the  Civil  Aeronautics  Act  unless 
the  conference  were  found  by  the  Board  to  be  a  per¬ 
son  ‘engaged  in  any  phase  of  aeronautics’  within 
the  meaning  of  that  section.  *  *  • 

“It  does  not  appear  that  the  conference  has  such 
a  connection  with  the  development  of  aviation  per 
se  as  to  give  rise  to  the  kind  of  situation  contem¬ 
plated  by  section  409(a).  *  *  *  Further,  it  does 

not  appear  that  the  conference  gives  rise  to  any 
interlocking  relationships  as  between  the  member 
air  carriers.” 

Certainly,  in  that  case,  there  was  a  “continuing  com¬ 
munity  of  interest”  among  the  directors  of  the  conference. 
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There  was  also  more  than  “a  possibility  of  business  deal¬ 
ing”  between  the  air  carriers  and  the  conference.  And 
certainly  the  conference  directors  who  were  directors  of 
air  carriers  “acted  on  behalf”  of  directors  of  air  carriers 
other  than  their  own  companies.*  But  the  Board,  in  the 
Conference  Agreements  case,  correctly  recognized  that  the 
directorships  there  involved  were  not  held  by  persons  who 
had  “a  representative  or  nominee  who  represents”  them 
“as  an  officer,  director,  or  member”.  For  the  mere  fact 
that  one,  in  the  exercise  of  his  own  judgment,  does  an  act 
for  the  benefit  of  another  does  not  necessarily  mean  that 
he  is  not  also  acting  for  himself  nor  that  he  thereby  becomes 
the  other’s  “representative  or  nominee”. 

The  crux  of  the  matter  is  that  a  representative  who 
represents  another  person  as  an  officer  or  director  is  bound 
to  act  as  the  deputy  for  such  other  person,  is  under  his 
control,  is  answerable  to  him,  and  is  an  officer  or  director 
in  name  alone.  Whenever  Congress  has  deemed  it  desir¬ 
able  to  disqualify  a  director  who  is  not  merely  an  alter 
ego,  it  has  clearly  indicated  the  basis  of  such  dis¬ 
qualification. 

Thus,  when  Congress  wanted  to  include  in  the  term 
“affiliate”  all  those  who  might  have  a  community  of 
interest  with  a  specified  company,  as  it  did  in  section 
2(a) (11)  (D)  of  the  Public  Utility  Holding  Company  Act 
of  1935  (Act  of  August  26,  1935,  c.  687,  49  Stat.  808, 
U.  S.  C.  A.,  Title  15,  §79b[a]  [11]  [D]),  it  used  the  following 
language : 

i 

“any  person  or  class  of  persons  that  the  Com¬ 
mission  determines,  after  appropriate  notice  and 
opportunity  for  hearing,  to  stand  in  such  relation 
to  such  specified  company  that  there  is  liable  to  be 
such  an  absence  of  arm’s-length  bargaining  in  trans- 

•  In  the  instant  case,  the  Board  thought  that  “in  its  ordinary 
meaning,  the  term  ‘representative’  denotes  a  person  who  acts  on 
behalf  of  another”  (App.  126).  But  the  ordinary  dictionary  defi¬ 
nition  of  a  “representative”  is  “One  who  represents  others  or 
another  in  a  special  capacity;  an  agent,  deputy,  or  substitute; 
•  •  *  ”  (Webster’s  New  International  Dictionary,  2d  Ed.,  1951, 
p.  2114). 
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actions  between  them  as  to  make  it  necessary  or 
appropriate  in  the  public  interest  or  for  the  protec¬ 
tion  of  investors  or  consumers  that  such  person  be 
subject  to  the  obligations,  duties,  and  liabilities 
imposed  in  this  chapter  upon  affiliates  of  a  company.” 

Similarly,  if  the  test  were  intended  to  be  stated  in  terms 
of  the  particular  business  in  which  the  director  is  engaged, 
Congress  could  have  expressly  listed  the  business  of  “under¬ 
writer”  as  was  done  in  H.  R.  3420,  the  bill  introduced  in 
“1943  which  has  already  been  discussed. 

Also,  when  Congress  desired  to  disqualify  a  partner 
in  a  banking  firm  from  holding  a  directorship,  it  said  so 
in  section  17(c)  of  the  Public  Utility  Holding  Company 
Act  of  1935  (Act  of  August  26,  1935,  c.  687,  49  Stat.  S31, 
U.  S.  C.  A.,  Title  15,  §79q[c])  which  declares  that: 

“•  *  *  no  registered  holding  company  or  any  sub¬ 
sidiary  company  thereof  shall  have,  as  an  officer  or 
director  thereof,  any  executive  officer,  director,  part¬ 
ner,  appointee,  or  representative  of  any  bank,  trust 
company,  investment  banker,  or  banking  association 
or  firm,  •  *  *  except  in  such  cases  as  rules  and  regu¬ 
lations  prescribed  by  the  Commission  may  permit 
as  not  adversely  affecting  the  public  interest  or  the 
interest  of  investors  or  consumers.” 

That  statute  was  recently  considered  by  the  Supreme 

Judicial  Court  of  Maine  in  Gilman  v.  Jack , . Me . , 

91  A.  2d  207  (1952),  where  the  petitioner  had  been  elected 
a  director  of  a  registered  holding  company.  He  was 
known  to  hold  the  same  views  on  certain  financial  problems 
of  the  company  as  did  certain  investment  bankers.  The 
latter  urged  him  to  run  for  director,  voted  for  him  and 
their  votes  were  necessary  for  his  election.  Respondent 
contended  that  petitioner  was  disqualified  from  acting  as 
a  director,  because  he  was  the  appointee  or  representative 
within  the  meaning  of  section  17(c)  of  these  investment 
bankers. 

The  court  held  that  petitioner  was  not  an  appointee  or 
representative  within  the  meaning  of  the  statute,  because 
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there  was  no  evidence  that  he  owed  any  express  or  implied 
duty  to  the  bankers  to  support  or  carry  out  their  views, 
and  there  vras  no  evidence  that  he  was  not  to  exercise  his 
own  judgment  as  to  what  would  be  for  the  best  interests 
of  the  company  in  any  of  his  acts  as  a  director.  The  court, 
relying  solely  on  the  clearly  expressed  words  of  the  statute, 
which,  in  its  opinion,  needed  no  interpretation,  held  that: 

“a  person  is  not  a  representative  of  an  outside  inter¬ 
est  such  as  an  investment  banker  if  he  is  not  in  any 
w^ay  under  the  control  of  such  interest  and  answer- 
able  to  it  for  his  acts.”  i 

The  construction  of  the  statute  sought  by  the  respondent 
was  characterized  by  the  court  as  “absurd”. 

This  decision  is  in  accord  with  the  reasoning  of  Judge 
Learned  Hand,  concurring,  in  Rattner  v.  Lehman,  193  F. 
2d  564  (C.  A.  2,  1952).  That  case  involved  the  construc¬ 
tion  and  application  of  section  16(b)  of  the  Securities 
Exchange  Act  of  1934  (Act  of  June  6,  1934,  c.  404,  48  Stat. 
896,  U.  S.  C.  A.,  Title  15,  §78p[b])  which  provides: 

“For  the  purpose  of  preventing  the  unfair  use 
of  information  which  may  have  been  obtained  by 
such  beneficial  owner,  director,  or  officer  by  reason 
of  his  relationship  to  the  issuer,  any  profit  realized 
by  him  from  any  purchase  and  sale,  or  any  sale  and 
purchase,  of  any  equity  security  of  such  issuer  *  *  * 
within  any  period  of  less  than  six  months  *  *  *  shall 
inure  to  and  be  recoverable  by  the  issuer  •  *  *1” 

In  that  case  Mr.  Hertz,  -whose  directorship  in  Consolidated 
Vultee  is  being  questioned  in  the  case  at  bar,  had  returned 
to  Consolidated  Vultee  his  share  of  Lehman  Brothers’ 
profit  from  the  purchase  and  sale  within  six  months  of 
some  common  stock  in  Consolidated  Vultee.  A  minority 
stockholder  claimed  that  section  16(b)  required  Lehman 
Brothers  to  pay  to  Consolidated  Vultee  its  entire  profit  on 
these  transactions.  The  District  Court  granted  summary 
judgment  dismissing  the  complaint,  and  this  judgment  was 
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unanimously  affirmed  on  appeal.  Judge  Hand’s  concurring 
opinion  points  out  the  distinction  between  service  by  a 
Lehman  Brothers’  partner  on  a  board  of  directors,  and 
the  situation  where  “a  firm  deputed  a  partner  to  repre¬ 
sent  its  interests  as  a  director  on  the  board”.  In  the 
Rattner  case,  as  in  the  case  at  bar,  there  was  no  showing 
of  any  such  deputation  at  any  time,  and  section  16(b) 
was  held  not  to  apply  to  Lehman  Brothers  under  those 
circumstances. 

The  finding  by  the  Board  in  the  instant  case  that  these 
petitioners  and  Mr.  Hertz  were  not  deputed  by  Lehman 
Brothers  or  by  each  other  to  act  as  its  or  their  representa¬ 
tives  on  any  of  the  respective  boards  should  have  con¬ 
strained  the  Board  to  dismiss  the  proceeding  as  being,  as 
matter  of  law,  not  within  the  provisions  of  section  409(a) 
of  the  Act.  This  result  was  required  alike  by  the  plain 
language  of  the  statute,  its  meager  legislative  history,  the 
available  decisions  and  contrast  with  other  statutes. 

Instead,  the  Board  erroneously  assumed  that  it  had 
jurisdiction  to  make  an  order  terminating  what  it  chose 
to  call  “interlocking  relationships”.  In  doing  so,  it  relied 
on  a  finding  which  did  not  meet  the  standard  defined  by 
the  language  of  the  statute ;  indeed  the  evidence  would  not 
have  supported  a  finding  that  the  petitioners  are  persons 
who  “have  a  representative  or  nominee  who  represents” 
them  on  the  respective  boards. 

This  omission  to  state  its  conclusion  in  the  language 
of  the  statute  has  led  to  an  order  which  directs  no  one 
person  to  do  anything.  The  direction  to  terminate  a  par¬ 
ticular  relationship,  addressed  as  it  is  to  all  the  petitioners, 
leaves  each  of  them  without  instruction  as  to  what  sanctions 

would  flow  from  the  decision  of  anv  one  of  them  to  remain 

* 

on  the  board  of  his  company.  This  is  a  dilemma  which 
springs  from  the  Board’s  refusal  to  decide,  in  each  instance, 
precisely  who  is  the  “person  who  has  a  representative” 
and  who  is  the  representative.  And  it  was  the  Board’s 
fundamental  error  in  interpretation  which  precluded  it  from 
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coming  to  grips  with  and  arriving  at  any  tenable  conclusion 
on  that  subject. 

Specifically,  the  Board  directed  the  termination  of 
“interlocking  relationships”  between  Pan  American  and 
National,  between  Pan  American  and  American  Export, 
between  Pan  American  and  Consolidated  Vultee,  between 
National  and  Consolidated  Vultee  and  between  Continental 
and  Consolidated  Vultee  (order  under  review,  paragraphs 
3-5,  App.  25-27).  These  portions  of  the  Board’s  order 
should  be  set  aside  (App.  6).  Other  alleged  relationships 
were  approved  upon  a  finding  that  they  will  not  adversely 
affect  the  public  interest  (App.  134),  but  the  Board’s  order 
included  a  proviso  under  which  the  Board  would  have  con¬ 
tinued  jurisdiction  to  review"  the  relationships  purportedly 
under  section  409(a)  of  the  Act  (order  under  review,  para¬ 
graph  6,  App.  27-28).  For  the  reasons  already  advanced 
this  proviso  should  be  stricken  from  the  order  as  unauthor¬ 
ized  (App.  6). 


POINT  II. 

The  evidence  before  the  Board  required  it  to  find 
that  the  holding  by  petitioner  Lehman  of  directorships 
in  Pan  American  and  United  Fruit  would  not  have  an 
adverse  effect  upon  the  public  interest. 

In  adopting  the  Examiner’s  conclusion  that  the  holding 
by  petitioner  Lehman  of  the  directorships  in  both  Pan 
American  and  United  Fruit  ran  afoul  of  the  statute,  the 
Board  approved  the  Examiner’s  test  of  “the  degree  of 
conflicts  of  interest  which  would  arise  from  competition 
for  traffic”  (App.  130)  and  the  Examiner’s  application  to 
the  evidence  of  “the  principles  or  tests  set  forth  in  our 
previous  decisions”  (App.  129). 

A  study  of  the  Examiner’s  own  analysis  of  those  pre¬ 
vious  decisions  will  show  that  it  necessitated  approval  rather 
than  disapproval  of  the  holding  of  these  directorships:  The 
leading  earlier  Board  decision  analyzed  by  the  Examiner 
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was  Interlocking  Relationships,  McLucas,  et  at.,  6  C.  A.  B. 
399  (1945).  The  Examiner’s  summary  of  the  Board’s 
holding  in  that  proceeding  follows: 

“In  the  McLucas  Interlocking  Relationships  Pro¬ 
ceeding,  the  Board  approved  an  interlocking  relation¬ 
ship  between  American  Airlines  and  Pere  Marquette 
Railroad  Company  and  the  Detroit  and  Cleveland 
Navigation  Company  resulting  from  Walter  McLucas 
holding  a  directorship  in  each.  In  reaching  its  con¬ 
clusion  therein,  the  Board  pointed  out  that  the  Pere 
Marquette  Railroad  and  American  both  operated 
between  Detroit  and  Chicago  and  Detroit  and  Buffalo 
but  that  the  railroad  operated  primarily  a  slow  and 
circuitous  freight  service,  with  only  three  percent 
of  its  total  revenues  derived  from  passenger  service, 
while  American’s  service  consisted  almost  wholly  of 
the  transportation  of  passengers  over  fast  direct 
routings.  The  Board  also  concluded  that  the  Detroit 
and  Cleveland  Navigation  Company  which  operated 
steamship  service  between  Detroit  and  Buffalo  was 
not  competitive  with  American  since  a  substantial 
portion  of  its  passenger  traffic  consisted  of  summer 
cruise  passengers  which  would  not  be  attracted  by 
American’s  rapid  air  transportation.”  (App.  104) 

The  Examiner  also  analyzed  other  decisions  of  the 
Board  and  concluded  that  they  had  not  altered  the  principle 
in  the  McLucas  case  which  was  that  interlocking  relation¬ 
ships  were  not  to  be  disapproved  “because  of  competition 
to  only  a  ‘minor  degree’  ”  (App.  105-106). 

The  cases  distinguished  were  Pioneer -Campbell  Inter¬ 
locking  Relationships,  Docket  No.  3797,  decided  December 
1, 1950,  (Order  Serial  No.  E-4905)  and  Pan  American  Air- 
ways-Hanes,  Interlocking  Relationships,  8  C.  A.  B.  617 
(1947).  In  this  connection,  the  Examiner  noted  that  in  the 
latter  case,  an  interlocking  relationship  had  been  disap¬ 
proved  because  United  States  Lines,  a  steamship  operator, 
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realized  one-third  of  its  gross  revenues  from  its  passenger 
service  (App.  105).  * 

After  reaffirming  the  principle  that  “only  a  minor 
degree’ ’  of  competition  was  an  insufficient  basis  upon  which 
to  find  an  adverse  effect  upon  the  public  interest,  the 
Examiner  ignored  this  principle  when  he  stated: 

“It  must  be  concluded  that  Pan  American  and  United 
Fruit  compete  for  the  tourist  travel  between  the 
United  States,  on  one  hand,  and  Guatemala,  Havana 
and  the  Caribbean  area,  on  the  other”  (App,  107). 

Indeed,  the  finding  by  the  Board  in  the  McLucas  case 
that  “a  substantial  part  of  its  [Detroit  and  Cleveland 
Navigation  Company’s]  income  is  derived  from  cruise 
passengers  who  would  not  be  attracted  to  American’s  ser¬ 
vices”  (6  C.  A.  B.,  at  p.  403)  was  an  a  fortiori  precedent 
for  a  conclusion  contrary  to  the  one  arrived  at  in  the 
instant  case.  i 

If  the  Board  had  adhered  to  its  own  announced  prin¬ 
ciples,  it  would  have  had  to  find  that  the  insignificant  por¬ 
tion  of  Pan  American’s  business  devoted  to  round  trip  air 
travel  to  Guatemala  and  the  incidental  interest  which 
United  Fruit  had  in  vacation  cruise  travel  to  that  point* 
constituted  competition  in  only  a  minor  degree,  if  it  was 
competition  at  all. 

Moreover,  it  requires  no  argument  to  appreciate  that 
there  is  no  competition  in  any  real  sense  between  Pan 

*  United  Fruit’s  1950  Annual  Report  to  its  stockholders,  which 
was  submitted  to  the  Board  for  its  official  notice  during  ora!  argu¬ 
ment  without  objection  from  the  Board’s  public  counsel  (Tr.  1452), 
indicates  that  United  Fruit’s  net  income  for  that  year  before  taxes 
exceeded  $104,000,000,  and  that  the  company  carried  15,295  passen¬ 
gers  during  the  year.  Presumably  56  per  cent  or  8,565  of  these  were 
cruise  passengers  (App.  401).  Assuming  that  all  of  the  cruise  pas¬ 
sengers  took  the  best  and  most  expensive  cabin  accommodations, 
and  all  took  the  18-day  cruise,  the  gross  receipts  of  United  Fruit 
from  these  passengers  would  have  approximated  only  3%  of  even 
its  net  income  before  taxes  for  the  year  1950  (App.  403,  405). 
Moody’s  Manual  of  Investments  (Industrials,  1952  ed.,  p.  1945) 
indicates  that  United  Fruit’s  ratio  of  net  earnings  before  taxes  to 
gross  receipts  in  earlier  years  has  been  approximately  50%,  so  that, 
probably  only  about  1.5%  of  gross  receipts  was  derived  from  cruise 
passengers. 
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American  which  provides  transportation  to  or  from  Guate¬ 
mala  by  5-hour  air  trip,  and  United  Fruit  which  provides 
transportation  to  that  point  only  by  11-day  or  18-day  ocean 
cruise. 

The  recognition  by  the  Board  in  the  McLucas  case  that 
those  considering  cruise  steamship  travel  are  not  likely  to 
be  customers  for  rapid  air  transportation  should  not  have 
been  disregarded  because  of  exigencies  necessary  to  reach 
a  desired  result  here.  The  Board’s  present  conclusion 
necessarily  conflicts  with  its  informed  earlier  conclusion 
and  must  be  regarded  as  arbitrary  and  capricious. 


Conclusion. 

Paragraphs  1,  3,  4  and  5  and  the  proviso  contained  in 
paragraph  6  of  the  Board’s  order  should  be  reversed  and 
an  order  issued  directing  the  Board  to  approve  the  holding 
by  petitioner  Lehman  of  the  positions  of  director  of  Pan 
American  and  of  director  of  United  Fruit. 

Respectfully  submitted, 

Whitney  North  Seymour, 

Counsel  for  Petitioners  in  No.  11,500, 

120  Broadway, 
New  York  5,  N.  Y. 


Simpson  Thacher  &  Bartlett, 
George  G.  Gallantz, 

James  L.  Parris, 

Of  Counsel . 


November  5,  1952. 
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COUNTERSTATEMENT  OF  QUESTIONS  PRESENTED 

Section  409(a)  of  the  Civil  Aeronautics  Act  makes  unlaw¬ 
ful,  without  the  prior  approval  of  the  Civil  Aeronautics 
Board,  interlocking  relationships  between  air  carriers,  or 
between  an  air  carrier  and  a  surface  carrier  or  other  avia¬ 
tion  enterprise  through  common  officers  or  directors  or 
through  an  officer  or  director  of  the  air  carrier  having  a 
representative  or  nominee  on  the  board  of  the  other  com¬ 
pany  involved.  The  questions  presented  arise  under  this 
statutory  provision  and  are: 

1.  Whether  the  Board  properly  found  that  partners  of 
the  Lehman  Brothers  investment  banking  firm  serving  as 
directors  of  various  air  carriers,  surface  carriers,  and  other 
aviation  enterprises  are  representatives,  within  the  mean¬ 
ing  of  section  409(a),  of  other  Lehman  partners  who  are 
directors  of  other  air  carriers.  This  conclusion  was  reached 
on  the  basis  of  findings  that  (a)  the  Lehman  partners  serv¬ 
ing  as  directors  of  various  companies  act  on  behalf  of  and 
represent  the  firm  and  their  other  partners  in  seeking  under¬ 
writing  business  from  and  in  negotiating  mergers  for  such 
companies,  and  (b)  substantial  fees  constituting  major 
items  of  the  firm’s  business  are  received  for  such  under¬ 
writing  and  negotiations. 

o  o 

2.  Whether  the  Board  properly  found  that  Pan  American 
World  Airways,  Inc.  and  Mr.  Robert  Lehman  had  failed 
to  make  a  due  showing  that  the  public  interest  will  not  be 
adversely  affected  by  an  interlocking  relationship  between 
the  air  carrier  and  the  United  Fruit  Company,  a  common 
carrier  engaged  in  steamship  operations,  in  the  light  of 
actual  and  potential  conflicts  of  interest  between  the  two 
companies  in  competing  for  tourist  business  between  the 
United  States  and  the  Caribbean  area. 
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Ehrman,  and  Pan  American  World  Airways,  Inc.,  peti¬ 
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Civil  Aeronautics  Board,  respondent 
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AERONAUTICS  BOARD 


BRIEF  FOR  RESPONDENT 


COUNTERSTATEMENT  OF  THE  CASE 

The  petitioners  have  set  forth  in  their  brief  a  lengthy 
statement  of  the  case  which,  however,  is  interwoven  with 
an  argument  of  their  position.  Respondent  believes  that 
it  would  be  helpful  to  the  court  to  make  a  counterstatement 
limited  to  the  facts  which  it  deems  to  be  necessary  i  to  a 
decision  on  the  issues  raised  by  petitioners. 

The  order  of  the  Board  under  review  in  these  cases  was 
issued  in  a  consolidated  administrative  proceeding  known 
as  the  Lehman  Brothers  Interlocking  Relationships  Case 
(Docket  Xo.  3605  et  al .),  which  included  (1)  applications 
for  Board  approval  of  certain  interlocking  relationships 
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pursuant  to  section  409(a)  of  the  Civil  Aeronautics  Act 
involving  partners  of  the  Lehman  Brothers  investment 
banking  firm;  and  (2)  a  Board  investigation  to  determine 
(a)  whether  certain  other  interlocking  relationships  existed 
within  the  purview  of  section  409(a)  involving  Lehman 
partners  for  which  no  applications  for  Board  approval  had 
been  filed,  and  (b)  whether,  if  such  relaionships  did  exist, 
they  were  adverse  to  the  jDublic  interest.  The  Board’s 
order  here  under  review  (Order  Serial  No.  E-6447,  dated 
May  21,  1952)  found  that  the  relationships  involved  in  the 
investigation  were  subject  to  section  409(a)  and  directed 
that  certain  of  them  be  terminated  as  adverse  to  the  public 
interest.  In  the  same  order  the  Board  also  disapproved 
as  adverse  to  the  public  interest  a  proposed  interlocking 
relationship  between  Pan  American  World  Airways,  Inc. 
(Pan  American)  and  United  Fruit  Company  (United 
Fruit). 

A  petition  for  review  of  such  order  was  filed  by  Messrs. 
Lehman,  Thomas,  and  Ehrman,  partners  of  Lehman  Broth¬ 
ers,  on  July  16,  1951  (Case  No.  11,500,  App.  1).  National 
Airlines,  Inc.  (National)  and  Continental  Airlines,  Inc. 
(Continental)  were  granted  leave  to  intervene  by  orders 
of  the  Court  filed  on  July  25,  1952  (App.  21),  and  August 
8,  1952  (App.  IT).1 2  On  July  17,  1952  Pan  American  filed 
a  separate  petition  for  review  of  the  Board’s  order  (Case 
No.  11,503,  App.  8),  which  was  consolidated  with  Case  No. 
11,500  bv  order  of  the  Court  filed  on  October  1,  1952  (App. 
22). 

Section  409(a)  of  the  Civil  Aeronautics  Act  (49  U.S.C. 
489(a))"  makes  unlawful,  without  prior  Board  approval,  the 
existence  of  interlocking  relationships  through  common 
directors  or  officers  between  air  carriers  on  the  one  hand 
and  other  air  carriers,  surface  common  carriers,  or  com- 


1  Lehman  partners  served  as  directors  of  these  two  air  carriers, 
which  were  found  by  the  Board’s  order  under  review  to  have  inter¬ 
locking  relationships  subject  to  section  409(a)  between  them¬ 
selves  and  with  various  other  companies. 

2  Section  409(a)  is  quoted  in  full  in  petitioner’s  brief  (Pet.  Br. 
13,  14). 
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panies  engaged  in  a  phase  of  aeronautics  on  the  other 
hand.3  The  prohibition  also  extends  to  relationships  aris¬ 
ing  through  a  “representative”  or  “nominee”  of  a  director 
or  officer  of  an  air  carrier  serving  as  a  director  of  another 
company  covered  by  section  409(a).4  The  section  and 
Board  regulations  adopted  pursuant  thereto  place  the  re¬ 
sponsibility  for  obtaining  approval  of  interlocking1  rela¬ 
tionships  within  its  purview  upon  both  the  air  carrier  and 
individual  involved  and  also  place  upon  them  the  burden 
of  showing  that  the  public  interest  will  not  be  adversely 
affected  by  the  existence  of  such  relationships.5 

Partners  of  the  New  York  investment  banking  firm  of 
Lehman  Brothers  serve  as  directors  of  various  companies, 
including  some  which  fall  within  the  purview  of  seiction 
409(a),  as  follows  (App.  41,  56,  85,  86)  :c 

Robert  Lehman,  Pan  American  and  United  Fruit  jCom- 
pany. 

Joseph  A.  Thomas,  National  and  American  Export  Lines, 
Inc.  (American  Export).  i 

Frederick  L.  Ehrman,  Continental. 

Paul  M.  Mazur,  Western  Union  Telegraph  Co. 

3  Air  carriers  and  surface  common  carriers  arc  both  embraced 
within  the  term  “common  carriers”  as  used  in  the  statute. 

4  Subsections  409(a)  (2),  (3),  (5),  (6). 

'  Part  251  of  the  Board’s  Economic  Regulations  arc  set  forth  in 
the  Appendix  hereto;  Ames-Continental,  Interlocking  Relationships, 
1  C.A.A.  498,  500  (1939);  Darling-Canadian  Colonial  Interlocking 
Relationships.  1  C.A.A.  641, 647  (1940). 

,!  Continental,  National  and  Pan  American  are  air  carriers.  The 
other  companies  arc  common  carriers  with  the  exception  of  the  Con¬ 
solidated  Vultee  Aircraft  Corp.,  which  is  a  company  engaged  in  a 
phase  of  aeronautics.  A  company  engaged  in  a  phase  of  aeronautics 
is  not  precisely  defined  by  the  statute.  It  has  been  held  by  the 
Board  to  include  any  business  with  such  a  connection  to  aviation  and 
its  development,  or  to  the  manufacturing  of  aviation  products;  that 
interlocking  relationships  between  such  business  and  an  air  carrier 
would  give  rise  with  reasonable  clarity  to  the  type  of  public  interest 
problems  with  which  section  40!)  is  intended  to  deal.  Interlocking 
Relationships — TP.  A.  Patterson,  et  al„  3  C.A.B.  711  (1942). j  No 
issue  is  presented  in  this  case  as  to  the  Board’s  finding  that  the  Con¬ 
solidated  Vultee  Aircraft  Corp.,  a  manufacturer  of  aircraft,  is  such  a 
company. 
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John  D.  Hertz,  Chicago  Motor  Coach  Co.,  New  York  City 
Omnibus  Corp.,  Consolidated  Vultee  Aircraft  Corp.,  Com¬ 
mercial  Pacific  Cable  Co. 

No  application  for  approval  of  interlocking  relationships 
between  the  three  air  carriers  which  Lehman  partners  serve 
as  directors  (Continental,  National,  Pan  American)  was 
filed  with  the  Board.  Nor  was  any  application  filed  for  ap¬ 
proval  of  interlocking  relationships  between  each  of  the 
three  air  carriers  and  the  other  companies  listed  above 
which  Lehman  partners  also  serve  as  directors.  The  Board, 
therefore,  instituted  an  investigation  (Docket  No.  3605)  to 
determine  whether  these  situations  gave  rise  to  interlock¬ 
ing  relationships  which  required  Board  approval  under 
section  409(a)  and  if  they  did  whether  such  relationships 
were  adverse  to  the  public  interest.7 

Subsequently,  Mr.  Robert  Lehman,  a  partner  in  the 
investment  firm,  and  Pan  American  filed  an  application  for 
approval  of  an  interlocking  relationship  arising  out  of  Mr. 
Lehman  serving  as  a  director  of  both  the  air  carrier  and 
United  Fruit,  a  common  carrier  engaged  in  steamship  opera¬ 
tions  (App.  56).  A  similar  application  was  filed  by  Mr. 
Joseph  A.  Thomas,  a  Lehman  partner,  and  National  for 
approval  of  an  interlocking  relationship  arising  out  of  Mr. 
Thomas’  serving  as  a  director  of  both  the  air  carrier  and 
American  Export,  also  a  common  carrier  engaged  in 
steamship  operations  (App.  41-55).  These  applications 
were  consolidated  by  the  Board  for  hearing  with  the 
investigation  in  Docket  No.  3605  (App.  38-40). 

After  a  full  public  hearing  in  the  consolidated  proceed¬ 
ing,  the  Examiner,  on  October  15,  1951,  issued  his  report 
(App.  81-114),  finding  on  the  basis  of  the  evidence  before 
him  that : 

(1)  the  relationship  between  Pan  American  and  United 
Fruit  through  Mr.  Robert  Lehman  serving  as  a  director  of 
both  companies  is  adverse  to  the  public  interest  and  should 
be  disapproved  because  of  existing  and  potential  conflicts  of 


7  App.  29-32,  34-37. 


5 


interest  between  the  two  companies  in  competing  for  tourist 
business  between  the  United  States  and  the  Caribbean  area 
(App.  99-108) ; 

(2)  the  relationship  between  National  and  American  Ex¬ 
port  through  Mr.  Joseph  Thomas  serving  as  a  director  of 
both  companies  is  not  adverse  to  the  public  interest  and 
should  be  approved  (App.  109) ; 

(3)  the  partners  of  Lehman  Brothers  serving  as  di¬ 
rectors  of  air  carriers  and  of  other  section  409  enterprises 
act  as  representatives  of  the  firm  and  of  other  Lelnnan 
partners  serving  as  directors  of  other  air  carriers  in  the 
securing  of  underwriting  business  and  in  merger  negotia¬ 
tions  thus  giving  rise  to  interlocking  relationships  within 
the  purview  of  section  409  (App.  89-91) ; 

(4)  the  interlocking  relationships  created  through  such 
representation  are  not  adverse  to  the  public  interest  and 
should  be  approved 8  with  the  exception  of  the  relationships 
between 


National 
Pan  American 
Continental 
National 
Pan  American 


Pan  American 
American  Export 
Consolidated  Vultee 
Consolidated  Vultee 
Consolidated  Vultee 


These  latter  were  found  to  be  adverse  to  the  public  interest 
because  of  the  existing  and  potential  conflicts  of  interest 
between  the  companies  concerned  (App.  98,  99,  110-114). 
Their  disapproval  was  recommended. 

Exceptions  to  the  report  with  supporting  briefs  were 
filed  and  oral  argument  heard  thereon.  The  Board  there¬ 
after  on  May  21, 1952,  substantially  adopted  the  Examiner’s 
findings,  conclusions,  and  recommendations  (App.  122-134), 
and  issued  its  order  in  accordance  therewith  (Order  Serial 
No.  E-6447,  App.  24-28).  By  Order  Serial  No.  E-6o95, 
dated  July  10,  1952,  the  Board  stayed,  at  the  request  of  the 
parties,  the  effectiveness  of  Order  Serial  No.  E-6447  inso- 


8  This  recommendation  for  approval  covered  17  relationships 
(App.  114). 
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far  as  it  directed  the  termination  of  existing  interlocking 
relationships  pending  judicial  review  thereof. 

STATUTES  AND  REGULATIONS  INVOLVED 

Section  409(a)  of  the  Civil  Aeronautics  Act  (49  U.S.C. 
489(a) ),  principally  here  involved,  is  set  forth  in  full  in  peti¬ 
tioner’s  brief  (Pet  Br.  13,  14).  Other  pertinent  portions  of 
the  Act  are  cited  or  quoted  in  their  appropriate  place  in  the 
text  of  this  brief.  The  regulations  of  the  Board  here  in¬ 
volved  (14  C.F.R.  251)  are  set  forth  as  an  Appendix  to  this 
brief. 

SUMMARY  OF  ARGUMENT 

I 

The  Board  found  that  partners  of  the  Lehman  Brothers 
investment  banking  firm  serving  as  directors  of  various  air 
carriers,  surface  carriers,  and  other  aeronautical  enterprises 
do  in  fact  represent  other  Lehman  partners  serving  as  di¬ 
rectors  of  other  air  carriers,  thus  giving  rise  to  interlocking 
relationships  between  the  air  carriers  and  between  the  air 
carriers  and  the  other  companies  for  which  approval  is  re¬ 
quired  under  section  409(a)  of  the  Civil  Aeronautics  Act 
(Case  No.  11,500).  This  conclusion  was  based  on  findings 
that  Lehman  partners  serving  as  directors  of  various  com¬ 
panies  act  on  behalf  of  and  as  representatives  of  the  in¬ 
vestment  banking  firm  and  its  individual  partners  in  seek¬ 
ing  underwriting  business  from  such  companies  and  as  par¬ 
ticipants  in  merger  negotiations  involving  such  companies. 
Substantial  fees  accrue  to  the  firm  and  its  partners  from 
such  activity  comprising  major  items  of  its  business.  The 
conclusion  accords  with  the  literal  language  of  section 
409(a),  with  the  conception  of  the  Lehman  firm  and  its  busi¬ 
ness  associates  that  partners  of  the  firm  serving  as  directors 
of  various  companies  represent  the  firm,  and  with  the  pur¬ 
poses  of  Congress  in  the  enactment  of  section  409(a). 

Among  the  basic  purposes  of  the  Civil  Aeronautics  Act  is 
the  preservation  of  sound  competition  within  the  air  trans¬ 
port  industry  and  the  maintenance  of  the  complete  inde¬ 
pendence  of  that  industry  from  surface  transportation 
and  other  non-carrier  aviation  activity  such  as  aircraft 
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manufacturing.  Section  409(a)  contributes  to  those 
ends  by  preventing  restraints  of  competition -or  restrictions 
on  the  complete  independence  of  air  carriers  incident  to 
the  influence  of  interlocking  officers  or  directors  between 
air  carriers  or  between  such  carriers  and  surface  trans¬ 
portation  or  non-carrier  aviation  companies.  Such  in¬ 
fluence  gives  rise  to  conflicts  of  loyalties  affecting  the 
unfettered  judgment  deemed  essential  for  an  air  carrier 
officer  or  director.  Such  conflicts  are  clearly  present  when 
the  same  man  sits  as  a  director  or  officer  of  two  companies. 
Congress  also  properly  felt  that  they  are  present  when  an 
individual  serves  as  a  director  or  officer  of  one  company  but 
has  a  representative  or  nominee  serving  the  second  company. 

This  conflict  of  interest  with  which  Congress  was  con¬ 
cerned  is  equally  present  when  partners  of  an  investment 
banking  firm  serving  as  directors  of  various  section  409 
companies  act  for  their  firm  and  other  partners  in  matters 
involving  those  companies  and  comprising  major  items  of 
the  firm’s  business.  The  firm  partners  serving  as  directors 
of  air  carriers  have  a  direct  incentive  to  use  their  influence 
with  the  air  carrier  for  the  benefit  of  other  section  409  com¬ 
panies  which  other  partners  serve  as  directors  because  any¬ 
thing  they  do  for  such  companies  improves  the  firm’s  chances 
of  getting  business  therefrom.  Thus  such  a  director  may 
influence  an  airline  as  to  the  purchase  of  aircraft  from  a 
manufacturer  on  whose  board  his  partner  sits.  Similarly 
it  could  he  to  the  advantage  of  the  investment  banking  firm 
to  influence  competition  between  air  carriers  in  which  it  has 
directorates.  Such  incentives  destroy  the  unfettered  judg¬ 
ment  for  air  carrier  directors  section  409(a)  is  designed 
to  preserve. 

Petitioners  have  not  contested  the  accuracy  of  the  Board’s 
findings  that  Lehman  partners  serving  as  directors  of 
various  companies  do  represent  the  firm  and  their  other 
partners  with  respect  to  securing  underwriting  business 
therefrom  and  as  participants  in  merger  negotiations  in¬ 
volving  such  companies.  Their  contention  is  that  this  is 
insufficient  to  establish  a  representative  situation  subject  to 
section  409(a).  They  argue  that  the  representative  pro- 
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visions  of  that  section  cover  only  efforts  to  evade  the  restric¬ 
tions  against  common  officers  or  directors  and  thus  include 
only  cases  where  an  officer  or  director  of  one  company  is 
bound  to  act  as  the  deputy  for  an  officer  or  director  of  an¬ 
other  company,  is  under  his  control,  is  answerable  to  him, 
and  is  an  officer  or  director  in  name  only.  This  narrow  con¬ 
struction  of  section  409(a)  is  not  supported  by  the  legisla¬ 
tive  history  of  the  section  and  indeed  would  defeat  its  very 
purposes  by  permitting  the  influences  and  conflicts  cited 
above. 

Petitioners  argue  that  the  Board's  construction  would 
prevent  the  partners  of  an  investment  firm  from  serving  as 
directors  of  different  section  409  companies.9  The  decision 
does  not  bar  such  relationships.  It  merely  requires  that 
approval  therefor  be  obtained  by  a  due  showing  that  the 
public  interest  will  not  be  adversely  affected  by  the  relation¬ 
ship.  In  the  present  case  the  Board  approved  the  majority 
of  the  relationships  involving  such  situations  upon  such  a 
showing. 

II 

The  Board  disapproved  an  application  by  Pan  American 
and  Robert  Lehman  for  approval  pursuant  to  section  409(a) 
of  an  interlocking  relationship  between  that  air  carrier  and 
United  Fruit,  a  company  engaged  in  steamship  operations 
(Case  No.  11,503).  Such  disapproval  was  based  on  findings 
that  United  Fruit  is  engaged  in  the  carriage  and  promotion 
of  tourist  traffic  between  the  United  States  and  the  Carib¬ 
bean  area;  that  Pan  American  is  engaged  in  the  carriage 
and  promotion  of  the  same  type  of  traffic;  and  that  such 
competition  gives  rise  to  conflicts  of  interest  between  the 
two  companies  which  would  render  an  interlocking  relation¬ 
ship  adverse  to  the  public  interest. 

Petitioners  urge  that  the  Board  erred  in  finding  that  Pan 
American  and  United  Fruit  offer  competitive  services  be¬ 
cause  of  the  differences  in  transportation  time  between  the 
cruises  of  United  Fruit  and  the  services  of  the  air  carrier. 

9  The  phrase  “Section  409  companies”  or  “Section  409  enterprises” 
is  used  throughout  as  a  general  term  to  cover  all  three  classes  of  com¬ 
panies  included  within  the  scope  of  section  409(a) — namely,  air  car¬ 
riers,  surface  common  carriers,  and  non-carrier  aviation  activities. 
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These  differences  do  not  eliminate  competition  but  rather 
intensify  it  by  giving  each  form  of  transportation  an  exclu¬ 
sive  “advantage”  to  promote.  This  is  particularly  true 
where  as  here  the  air  carrier  is  promoting  tourist  fares  and 
competition  for  tourist  travel  is  likely  to  increase.  Air  and 
surface  transportation  are  generally  recognized  to  be  com¬ 
petitive  and  both  the  Board  and  the  courts  have  rejected  the 
argument  here  made  by  petitioners.10 

Petitioners  further  urge  that  even  if  the  tourist  services 
offered  by  Pan  American  and  United  Fruit  are  competitive, 
the  degree  of  competition  involved  is  not  sufficient  to  war¬ 
rant  disapproval  of  the  interlocking  relationship  consistent 
with  a  Board  decision  several  years  ago  in  Interlocking 
Relationships  McLucas  et  at .,  6  C.A.B.  399  (1945).  j  That 
decision  involved  a  Board  evaluation  of  a  different  set  of 
facts  in  a  different  geographical  setting,  at  a  different; stage 
in  the  development  of  air  transportation,  and  domestic 
rather  than  international  operations.  Also  the  Board  in 
the  McLucas  case  recognized  the  benefit  to  the  air  carrier  of 
the  particular  director  in  the  circumstances  there  prevailing, 
a  factor  which  clearly  may  vary.  Thus  in  the  case  of  Pan 
American  and  U.  S.  Lines  the  Board  approved  for  a  number 
of  years  an  interlocking  relationship  between  the  companies 
and  ultimately  disapproved  such  a  relationship  when  the 
benefits  no  longer  outweighed  the  conflicts  of  interest  that 
were  present.11  j 

In  any  event  petitioners  have  failed  to  show  that  the 
exercise  of  the  Board’s  judgment  is  unreasonable  on  the 
facts  before  it.  Competition  between  Pan  American  and 
United  Fruit  for  tourist  traffic  clearly  exists.  The  question 
before  the  Board  was  how  much  weight  should  be  accorded 
that  fact  in  the  light  of  its  knowledge  of  air  transportation 
and  the  directives  of  section  2  of  the  Civil  Aeronautics  Act 


10  Pan  American  Airways ,  Inc.  and  John  W.  Hanes,  Interlocking 

Relationships,  8  C.A.B.  617,  619  (1947);  Pan  American  Airways, 
Inc.-United  States  Lines  Agency  Agreement.  8  C.A.B.  609,  613,  614 
(1947)  ;  United  States  Lines  v.  Civil  Aeronautics  Board,  165  F.  2d 
849  (C.A.  2,  1948).  ; 

11  Pan  American  Airways,  Inc.  and  John  W.  Hanes,  Interlocking 
Relationship,  6  C.A.B.  617,  620  (1947). 
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to  encourage  and  develop  such  transportation  and  preserve 
its  inherent  advantages.  This  evaluation  involves  not  only 
an  assessment  of  the  present  but  of  the  future  as  well.  It 
is  the  type  of  forecast  the  Board  is  entitled  to  make  when 
there  is  present,  as  here,  a  hard  core  of  reality  in  existing 
competition.12  Moreover,  a  statutory  burden  rested  on 
petitioners  to  establish  by  an  affirmative  showing  that  the 
air  carrier  involved  will  not  be  adversely  affected  by  an 
interlocking  relationship.13  Petitioners  have  not  dis¬ 
charged  that  burden. 

ARGUMENT 

I 

The  Board  Properly  Found  That  Lehman  Partners  Serving  as 
Directors  of  Various  Air  Carriers,  Surface  Carriers,  and 
Other  Aviation  Enterprises  Are  Representatives  of  Lehman 
Partners  Serving  as  Director^  of  Other  Air  Carriers  Within 
the  Meaning  of  Section  409(a)  of  the  Civil  Aeronautics  Act 

Section  409(a)  of  the  Civil  Aeronautics  Act  prohibits, 
without  prior  Board  approval,  any  person  serving  as  an 
officer  or  director  of  an  air  carrier  who  at  the  same  time  lias 
a  representative  or  nominee  who  represents  such  person  as 
an  officer  or  director  in  any  other  air  carrier,  surface  com¬ 
mon  carrier  or  aeronautical  enterprise.11  The  Board  found 
that  partners  of  the  Lehman  Brothers  firm  serving  on  the 
boards  of  various  such  section  409  companies  do  in  fact 
represent  other  Lehman  partners  serving  as  directors  of 
air  carriers  so  that  Board  approval  is  required  for  the 
interlocking  relationships  thus  created.  This  ultimate 
conclusion  was  based  upon  the  following  subsidiary  findings 
of  fact: 

(1)  The  underwriting  of  security  issues  comprises  a  sub¬ 
stantial  portion  of  the  business  of  the  Lehman  Brothers 
firm  (App.  90) ; 

v-  United  States  Lines  Cow pang  v.  Civil  Aeronautics  Board ,  165 
F.  2d  849  tO. A.  2.  1948);  American  Airlines  v.  Civil  Aeronautics 
Board,  192  F.  2d  417  (C.A.  D.C..  1951). 

13  Ames-Continental,  Interlocking  Relationship,  1  C.A. A.  498.  501 
(1939) ;  footnote  (5),  supra,  p.  3. 

11  Pet.  Br.  13,  14. 
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(2)  Lehman  partners  serving1  as  directors  of  various 
companies  endeavor  to  secure  for  the  firm  the  underwriting 
of  any  financing  undertaken  by  such  a  company  (App.  89) ; 

(3)  when  such  a  partner  attempts  to  secure  underwriting 
for  the  firm  lie  acts  upon  behalf  of  the  firm  as  its  repre¬ 
sentative  and  in  accordance  with  its  wishes  (App.  90,  91); 

(4)  Lehman  partners  serving  as  directors  of  various  air 
carriers  or  other  aviation  enterprises  participate  in  merger 
negotiations  involving  such  companies,  for  which  substan¬ 
tial  fees  may  lie  realized  by  the  firm  (App.  90) ; 15 

(5)  when  a  Lehman  partner  participates  in  such  merger 
negotiations  he  acts  on  behalf  of  the  firm  as  its  representa¬ 
tive  (App.  91 )  ; 

(fi)  profits  realized  from  underwriting  business  and  fees 
from  merger  negotiations  accrue  to  the  individual  partners 
of  the  firm  (App.  90) ; 

Petitioners  do  not  attack  these  findings  of  fact  which 
must  be  accepted  as  correct.  Their  whole  case  must  and 
does  rest  on  the  argument  that  the  Board  erred  in  conclud¬ 
ing  that  relationships  for  which  approval  is  required  under 
section  409  arise  from  the  fact  that  Lehman  partners  serv¬ 
ing  as  directors  of  various  companies  covered  by  that  sec¬ 
tion  do  in  fact  act  as  representatives  of  other  Lehman 
partners  serving  on  the  Boards  of  various  air  carriers.10 
The  crux  of  petitioners’  position  is  that  it  is  not  enough 
to  find  that  Lehman  partners  serving  as  directors  of  various 
companies  do  in  fact  act  for  the  firm  and  its  individual 
partners  with  respect  to  important  matters  affecting  such 

’■'The  record  shows  that  Lehman  partners  or  employees  took  part 
in  merger  negotiations  between  National  and  Northeast  Airlines, 
Capital  AirlincsrNational  arrrt  National  and  Delta  Air  Linesj,  Con¬ 
solidated  Vultee  Aircraft  Corp.  and  Lockheed  Aircraft.  National 
and  Braniff  Airways,  Continental  and  Mid-Continent  Airlines;,  Con¬ 
tinental.  Mid-Continent  and  National,  Consolidated  Aircraft  and 
Vultee  Aircraft  (App.  90). 

10  Petitioners  could  not.  successfully  question  these  findings.  They 
were  made  by  the  Examiner  on  the  basis  of  ample  supporting  evi¬ 
dence  (App.  159.  213.  257.  357)  and  adopted  by  the  Board.  :  Peti¬ 
tioners’  only  reference  to  the  findings  is  in  its  Statement  of  Case 
(Pot.  Br.  8.  9)  and  is  an  effort  to  avoid  their  full  impact  by  indirec¬ 
tion  rather  than  direct  attack.  Petitioners’  arguments  are  premised 
on  an  unspoken  acceptance  of  the  findings.  j 
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companies.  Petitioners  argue  that  the  Board  must  go  fur¬ 
ther  and  find  that  the  director-partner  is  under  control  of 
his  other  partners,  is  answerable  to  them,  is  hound  to  act 
for  them  and  is  an  officer  or  director  in  name  only  (Pet. 
Br.  25).  In  short,  petitioners  say  that  before  a  relationship 
covered  by  section  409(a)  can  arise  the  director-partner 
must  act  as  a  representative  of  his  other  director-partners 
not  only  with  respect  to  some  things  but  must  do  so  with  re¬ 
spect  to  all  things  and  must  in  effect  be  a  complete  puppet. 
We  do  not  believe  that  there  is  any  warrant  either  in  the 
language  of  the  statute  or  in  its  basic  purposes  for  such  a 
narrow  construction. 

The  Board  has  given  the  term  “representative,”  as  used 
in  section  409,  its  ordinary  meaning  of  one  who  acts  on 
behalf  of  and  in  the  interest  of  another  (App.  126). 17  This 
meaning  of  the  term  as  applied  to  the  factual  situation 
before  it  is  fully  supported  by  the  record  which  shows  that 
members  and  employees  of  Lehman  Brothers  consistently 
refer  to  members  of  the  firm  who  are  serving  as  directors 
of  other  companies  as  “representatives”  of  the  firm,1"  and 


17  Petitioners  assert  that  this  is  not  the  ordinary  meaning  of  the 
term  “representative”  (Pet.  Br.  25).  The  definition  there  cited  is 
but  one  of  the  many  possible  meanings.  Courts  have  recognized  that 
the  term  is  an  uncertain  one.  with  no  precise  technical  meaning. 
Amann  et  al.  v.  Pantages ,  90  Wash.  271,  155  Pac.  1070  ( 1916) ;  that 
it  is  broader  than  the  term  “agent”  General  Motors  Acceptance  Cor¬ 
poration  v.  Lee ,  120  S.W.  2d  622,  625  ( 1938) ;  and  have  been  disposed 
to  give  it  a  broad  interpretation  consistent  with  the  particular  con¬ 
text  in  which  it  appears.  Jlood  v.  Freed,  206  N.C.  432,  174  S.F>.  310. 
312  (1934).  Where  used  in  a  statute  the  Federal  Courts  have  clearly 
not  treated  it  as  a  word  of  art,  but  have  looked  at  the  actual  situa¬ 
tion.  Thus  in  determining  whether  a  person  or  organization  is  a 
bargaining  representative  within  the  meaning  of  the  National  Labor 
Relations  Act  (29  U.S.C.  157),  the  courts  have  said: 

The  Wagner  Act  requires  no  specific  form  of  authority  to  bar¬ 
gain  collectively.  It  is  not  a  statute  of  frauds  or  an  act  prescrib¬ 
ing  the  formalities  of  conveyancing.  No  seal  or  writing  is  re¬ 
quired  by  its  terms.  Nor  is  any  special  formula  or  form  of 
words  *  *  *  Not  form  but  intent  is  the  essential  thing  *  *  * 
Lebanon  Steel  Foundry  v.  National  Labor  Relations  Board,  76 
App.  D.C.  100,  130  F.  2d  404  (1942),  cert,  denied  317  U.S.  659 
(1942). 

™  App.  500,  512,  523,  525. 
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that  persons  associated  with  companies  having  a  Lehman 
director  refer  to  them  in  the  same  way.19  These  references 
are  borne  out.  by  the  application  for  approval  of  the  inter¬ 
locking  relationship  between  National  and  American  Ex¬ 
port  filed  by  National  and  Mr.  Joseph  Thomas,  a  Lehman 
partner,  in  which  the  latter  stated: 

I 

“Individual  applicant  will  represent  his  personal 
interests  and  the  interest  of  his  hanking  associates , 
Lehman  Brothers,  on  the  Board  of  Directors  of  Na¬ 
tional  Airlines,  Inc.”  (Italics  supplied).20 

In  addition,  the  Board  explored  the  basic  purposes  of 
section  409  and  found  that  such  application  of  the  term 
“representative”  effectuates  the  legislative  objectives  of 
the  section.21  The  legislative  history  of  the  Civil  Aero¬ 
nautics  Act,  as  well  as  the  statute  itself,  shows  a  basic  Con¬ 
gressional  concern  with  the  preservation  of  sound  competi¬ 
tion  within  the  air  transport  industry  and  the  maintenance 
of  the  complete  independence  of  that  industry  from 
surface  transportation  and  other  non-carrier  aviation 
enterprises.22  This  concern  manifests  itself  in  the  state¬ 
ment  of  policy  found  in  section  2  of  the  Act,23  as  well  as  in 
the  prohibition  contained  in  section  408  against  various 
control  relationships  involving  air  carriers,  surface  carriers 
and  non-carrier  aviation  enterprises  without  prior  Board 


App.  505.  539.  540. 

20  App.  42.  After  the  close  of  the  hearing  and  within  a  fejv  days 
of  filing  briefs  to  the  Examiner  this  paragraph  was  amended  in  favor 
of  a  declaration  that  Mr.  Thomas  would  represent  no  one  on  the 
hoard  of  National  (App.  54). 

21  App.  91-93.  125,  126.  I 

22  Tr.  1234-1238. 

2:5  Section  2  of  the  Act  (49  U.S.C.  402)  establishes  as  elements  of 
the  public  interest  in  its  administration  “the  regulation  of  air  trans¬ 
portation  in  such  manner  as  to  recognize  and  preserve  the  inherent 
advantages”  thereof  (2(b))  and  the  maintenance  of  competition  “to 
the  extent  necessary  to  assure  the  sound  development  of  an  air- 
transportation  system  properly  adapted  to  the  needs  of  the  foreign 
and  domestic  commerce  of  the  United  States,  of  the  Postal  Service, 
and  the  national  defense.”  (2(f)). 
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approval  thereof.24  It  is  also  present  in  the  regulation  of 
contracts  between  air  carriers  and  various  other  companies 
found  in  section  412.  However,  it  is  clear  that  it  would  be 
futile  to  regulate  such  control  relationships  if  the  same 
results  could  be  accomplished  through  the  back  door  in¬ 
fluence  of  interlocking  directors  or  officers.2'  The  obvious 
fear  of  Congress  was  that  if  two  companies  in  a  competitive 
situation  have  a  director  or  officer  in  common  there  will 
be  a  tendency  to  restrain  competition  between  them. 
Equally,  if  two  companies  are  in  a  position  of  possible 
seller  and  buyer — for  example,  an  aircraft  manufacturing 
company  and  an  airline  using  such  aircraft — and  have  a 
director  or  officer  in  common,  such  relationship  may  inhibit 
the  airline’s  freedom  of  choice  and  its  ability  to  get  the 
most  favorable  terms  from  the  seller  to  the  detriment  of 
the  airline. 

These  dangers  clearly  exist  in  cases  where  the  same  man 
serves  as  an  officer  or  director  of  both  companies.  But  they 
equally  exist  in  those  situations  where  an  individual  serves 
only  one  company  but  has  a  nominee  or  representative 
serving  the  other.  In  these  latter  situations  there  is  the 
danger  that  an  officer  or  director  of  one  company  will  exert 
his  influence  in  the  second  company  through  his  representa¬ 
tive  or  vice  versa,  and  that  competition  or  completely 
independent  relationships  between  the  two  companies  can¬ 
not  be  maintained.  The  threat  to  the  public  interest  in 


24  Such  approval  cannot  be  granted  if  it  is  inconsistent  with  the 
policy  of  section  2,  including  the  maintenance  of  sound  competition, 
or  if  a  monopoly  will  thereby  result  injuring  another  air  carrier. 

(49  U.S.C.  488  ( b) ) .  Moreover,  the  second  proviso  of  section  40Sl  bl 
closely  limits  the  Board’s  authority  to  approve  relationships  involv- 
ing  control  of  airlines  by  surface  carriers  or  their  affiliates.  Section 
413  (49  U.S.C.  493)  makes  the  statute  applicable  to  control  relation¬ 
ships  whether  direct  or  indirect. 

2**  Congress  recognized  this  fact  in  the  Air  Mail  Act  of  1934.  section  * 

7  of  which  (39  U.S.C.  469)  was  designed  to  prohibit  relationships 
(either  by  control  or  through  the  influence  of  officers  or  directors) 
between  airlines  holding  air  mail  contracts  and  various  other  avia-  4 

tion  enterprises. 
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these  cases  is  not  a  matter  of  the  personal  integrity  of  the 
individuals  involved.  The  threat  exists  in  the  conflicts  of 
loyalties  thus  created  which  can  affect  the  unfettered  judg¬ 
ment  of  air  carrier  directors.26 

Such  conflicts  of  interest  clearly  are  present!  where 
partners  of  an  investment  banking  firm  serving  on  boards 
of  various  409  enterprises  act  for  the  firm  and  their  partners 
in  matters  comprising  major  items  of  the  firm’s  business. 
Finn  partners  in  such  situations  serving  as  directors  of 
air  carriers  have  an  incentive  to  use  their  influence  with 
the  air  carrier  for  the  benefit  of  other  409  enterprises  which 
other  firm  partners  serve  as  directors  because  anything 
they  do  to  aid  or  prevent  harm  to  the  other  409  enterprise 
improves  the  firm’s  chances  of  getting  business  from  that 
enterprise.  The  danger  is  a  serious  one  because  directorates 
held  by  the  investment  firm  give  the  firm  a  substantial 
opportunity  to  get  business  from  the  companies  inyolved, 
which  makes  it  worthwhile  to  retain  or  improve  the  oppor¬ 
tunity.27 

The  conflict  of  interest  thus  created  in  the  director  of 
an  air  carrier  who  is  a  partner  in  an  investment  firm  with 
partners  serving  as  directors  of  other  section  409  companies 
clearly  relates  to  the  very  threats  to  the  public  interest 
with  which  Congress  was  concerned  in  the  enactment  of 


As  t lie  Board  pointed  out  in  Pan  American  Airways,  Lie.,  and 
John  H\  Hanes,  Interlocking  Relationship.  8  C.A.B.  617  (1947)  at 
p.  619:  . 

The  problem  raised  by  a  common  director  for  two  companies 
is  not  a  question  of  personal  integrity  of  the  director.  Rather 
it  is  whether  the  potential  interests  of  the  two  companies  may 
he  in  conflict.  Unless  there  are  shown  public  benefits  which  out¬ 
weigh  the  possible  adverse  effect  of  having  a  director  represent 
potentially  divergent  interests,  the  relationship  should  not  be 
approved. 

The  record  shows  that  in  a  substantial  number  of  cases  where 
the  Lehman  firm  served  as  a  manager  or  agent  of  security  issues,  a 
firm  partner  also  served  the  issuing  company  as  a  director  (App. 
568-575).  Tliis  is  in  addition  to  those  cases  where  the  firm  received 
fees  for  work  done  on  mergers  or  participated  in  financing  for  com¬ 
panies  which  a  firm  partner  served  as  a  director. 
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section  409(a) — namely,  the  independence  of  the  air  carrier 
in  competition  with  other  carriers  and  in  its  dealings  with 
other  section  409  companies.  Thus,  an  aircraft  manufac¬ 
turer  makes  and  sells  commercial  aircraft.  From  time  to 
time  it  engages  in  financing  operations  and  may  engage 
in  mergers.  Where  such  a  company  has  as  a  director  a 
partner  of  an  investment  firm,  who  acts  for  that  firm  and 
his  partners  as  do  the  Lehman  partners,  and  who  has  other 
partners  serving  as  directors  of  air  carriers  which  are 
potential  customers  of  the  aircraft  manufacturer,  the  grant 
to  or  withholding  of  business  from  the  investment  firm  by 
the  aircraft  manufacturer  may  depend  upon — or  be  thought 
by  the  partner-director  to  depend  upon — his  ability  to 
influence  purchase  of  aircraft  by  an  air  carrier  on  whose 
board  his  other  partners  serve.  The  air  carrier  then  has  lost 
the  complete  independence  of  decision  that  section  409(a) 
entitles  it  to  have.  This  would  be  true  even  if  the  manu¬ 
facturing  director  never  attempted  to  directly  persuade 
the  air  carrier  director.  Knowledge  of  the  facts  would  be 
all  that  was  necessary  to  create  the  conflict  of  interest.28 
Similarlv  it  could  be  to  the  advantage  of  the  investment 
firm  to  influence  competition  between  air  carriers  on  which 
it  has  directorates.  The  Board  took  cognizance  of  these 
dangers  in  its  opinion  (App.  131) : 


28  The  record  shows  that  in  the  office  of  Lehman  Brothers  the  rela¬ 
tions  between  the  various  partners  is  so  close  that  even  letters  of  a 
more  or  less  personal  nature  when  they  refer  to  the  various  enter¬ 
prises  in  which  the  firm  is  interested  are  seen  by  other  partners  than 
the  one  to  whom  addressed  (App.  507).  The  record  also  shows  that 
the  Lehman  firm  has  “on  many  occasions  opened  the  door”  for  com¬ 
panies  wishing  to  sell  products  (App.  536).  The  record  further  dis¬ 
closes  efforts  of  Lehman  Brothers'  firm  to  enlist  the  aid  of  National 
and  Pan  American,  two  airlines  served  by  partners  of  the  firm  as 
directors,  for  the  benefit  of  Air  Express  International  Agency,  a  com¬ 
pany  in  which  the  firm  had  an  interest  and  which  efforts  resulted  in 
an  agency  agreement  between  Pan  American  and  Air  Express  (App. 
464-67 ) .  It  does  not  matter  whether  these  arrangements  were  a  bene¬ 
fit  or  a  detriment  to  the  air  carrier.  They  grew  out  of  the  type  of 
influence  from  which  section  409(a)  intends  air  carriers  to  be  free. 
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“The  efforts  of  a  Lehman  partner  who  is  a  director 
of  a  section  409(a)  enterprise  to  obtain  for  Lehman 
Brothers  the  underwriting  business  of  that  enterprise 
would  be  a  matter  of  financial  interest  to  another 
Lehman  partner  who  is  a  director  of  an  air  carrier 
which  may  compete  for  traffic  with  that  enterprise. 
In  such  a  situation  it  might  well  be  that  the  prospects 
for  Lehman  Brothers  obtaining  this  underwriting  busi¬ 
ness  could  be  materially  enhanced  if  a  Lehman  partner 
could  arrange  for  less  vigorous  competition  for  traffic 
by  the  air  carrier.  If  the  section  409(a)  enterprise 
were  a  potential  supplier  of  the  air  carrier  rather  than 
a  competitor  for  traffic,  efforts  to  obtain  underwriting 
business  from  the  supplier  might  include  efforts  to 
facilitate  sale  of  its  products  to  the  air  carrier.  What 
we  have  just  described  is  intended  not  as  a  narration 
of  particular  past  occurrences,  but  rather  to  show  that 
applying  respondents’  own  test  may  produce  results 
other  than  those  claimed  by  respondents.” 

It  is  immaterial  that  in  some  of  the  cases  before  the 
Board  the  interlocking  directors  may  have  taken  opposite 
views  on  matters  of  concern  to  their  respective  companies 
(Pet.  Br.  0,  7)  or  that  there  may  have  been  other  factors 
influencing  their  designation  as  directors  (Pot.  Br.  q,  6). 
Section  409(a)  is  concerned  with  conflicts  of  interest  arising 
through  representation.  Representation  is  present  in  the 
situations  before  the  Board  and  gives  rise  to  such  conflicts. 
The  statute  requires  the  Board  to  lock  the  door  before'  and 
not  after  the  damage  to  the  air  carrier  has  occurred. 

Petitioners  contend  that  the  “representative  or  nominee” 
language  of  section  409(a)  was  intended  to  cover  only 
those  situations  in  which  there  is  a  purpose  to  evade  the 
restrictions  of  the  section.  From  this  they  argue  that  the 
representative  must  act  as  the  alter  ego  of  his  principal  and 
be  answerable  to  him  for  his  acts  as  director  (Pet.  Br.j  20- 
24).  Petitioners’  basic  premise  is  erroneous.  Nothing  they 
have  cited  leads  to  the  conclusion  that  the  insertion  by  Con¬ 
gress  of  the  “representative  or  nominee”  language  in  sec¬ 
tion  409(a)  was  to  serve  only  the  purpose  of  preventing;  de- 
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liberate  evasions  of  that  section.20  Section  409(a)  is  designed 
to  prevent  situations  where  there  may  be  a  possibility  of 
conflicting  interests  arising  from  interlocking  relationships. 
The  possibility  of  such  conflicts  is  present  wherever  one 
person  serving  on  the  board  of  one  company  acts  for  another 
serving  on  the  board  of  a  different  company  regardless  of 
the  intent  existing  when  the  relationship  was  created.  Cer¬ 
tainly  tlie  conflicts  are  present  if  the  former  was  appointed 
by  the  latter  to  act  solely  as  his  agent  and  at  his  bidding. 
They  are  just  as  surely  present  when  one  in  fact  represents 
the  other.  Section  409(a)  is  broad  enough  to  cover  both  sit¬ 
uations.  The  true  test  is  the  objective  one  of  the  actual  rela¬ 
tionship  which  exists  and  not  the  subjective  criteria  of 
intent.™ 


29  Petitioners’  principal  reliance  is  placed  on  testimony  before  a 
House  Committee  considering  the  Civil  Aeronautics  Act  (Pet.  Br. 
22).  Such  testimony  clearly  does  not  reflect  the  views  of  even  the 
particular  Committee  much  less  the  Congress.  In  addition,  the  testi¬ 
mony  clearly  points  out  that  the  inclusion  in  section  409(a)  of  the 
terms  “representative  or  nominee”  is  essential  to  insure  “complete 
protection  from  the  evils  which  may  arise  from  interlocking  direc¬ 
torates.”  Such  evils  arise  not  solely  from  deliberate  evasions  of  sec¬ 
tion  409(a).  but  also  from  relationships  which  give  rise  to  the  same 


influences. 

Petitioners  also  cite  certain  provisions  of  the  Public  Utility  Hold¬ 
ing  Company  Act  to  show  that  when  Congress  wanted  to  reach  situ¬ 
ations  covered  by  the  Board's  interpretation  of  section  409(a)  it  used 
language  more  specific  than  the  “representative  or  nominee”  lan¬ 
guage  of  that  section  ( Pet.  Br.  25 ) .  The  Holding  Company  Act  was, 
of  course,  designed  to  deal  with  a  different  set  of  evils  than  was  the 
Civil  Aeronautics  Act  and  must  be  considered  in  such  context.  More¬ 
over.  the  cited  provision,  as  petitioner  asserts,  includes  in  the  term 
“affiliate”  all  those  who  might  have  a  community  of  interest  with  a 
specified  company  (Pet.  Br.  25).  The  “representative  or  nominee” 
language  of  section  409(a)  is  not  appropriate  for  such  a  broad  pur¬ 
pose,  but.  is  appropriate  for  the  more  limited  purpose  of  reaching  sit¬ 
uations  in  which  there  can  be  an  absence  ot  competition  or  arm  s- 
length  bargaining  because  a  director  acts  in  important  matters  lor 
the  personal  interest  of  a  director  of  another  company. 

Petitioners  cite  two  cases  under  the  Public  Utility  Holding  Com¬ 
pany  Act,  and  the  Securities  Exchange  Act  to  support  their  narrow 
construction  of  section  409(a).  The  decision  in  Gilman  v.  .Jack  (  Pet. 
Br.  26)  was  based  on  facts  which  clearly  would  not  support  a  finding 
of  representation.  Moreover,  the  cited  dictum  was  by  a  state  court 
involving  a  Federal  statute  in  a  case  in  which  the  Securities  and  Ex¬ 
change  Commission  did  not  participate. 
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Petitioners  argue  that  the  Board’s  view  leads  to  the  result 
that  no  two  members  of  any  underwiting  firm  may  sit  upon 
the  boards  of  different  section  409  companies  and  that  such 
a  result  is  contrary  to  the  intent  of  Congress  (Pet.  Br.  23, 
24). 31  This  conclusion  involves  a  misconception  of  the 
Board’s  construction  of  the  Act.  That  construction '  bars 
nothing.  It  merely  requires  that  partners  of  an  investment 
firm  serving  as  directors  of  different  409(a)  companies  ob¬ 
tain  approval  of  such  relationships  in  circumstances  where 
representation  is  present  by  showing  that  the  relationships 
are  not  adverse  to  the  public  interest.32  The  Board’s  deci¬ 
sion  requiring  such  approval  is  based  solely  on  evidence  be¬ 
fore  it  as  to  the  manner  in  which  a  particular  investment 
firm  conducts  its  business  and  the  relationship  thus  created 
between  the  firm’s  partners.  The  decision  would  be  appli¬ 
cable  to  a nv  other  underwriting  firm  only  to  the  extent  that 
similar  evidence  of  its  operations  were  present.  Congress 
intended  to  regulate  “representative”  situations.;  It 

clearlv  did  not  intend  to  exclude  such  situations  when  thev 
*  * 

arise  with  respect  to  individuals  who  are  partners  in  under¬ 
writing  firms. 

The  Board  does  not  contend  that  any  representation,  no 


The  concurring  opinion  in  Rattner  v.  Lehman  (Pet.  Br.  27)  deals 
with  a  situation  which  has  no  relevancy  to  the  present  problem.  The 
issue  there  was  whether  the  other  Lehman  partners  who  were  not 
directors  of  Consolidated  Yultee  Aircraft  Corp.  could  in  fact  be  so 
treated  under  section  16(b)  of  the  Securities  Exchange  Act  of  1934. 
No  such  issue  is  present  here. 

31  Petitioners  say  that  when  Congress  desired  to  disqualify  a  part¬ 
ner  in  a  banking  firm  it  has  clearly  said  so  (Pet.  Br.  26),  and  that 
such  a  proposal  was  rejected  as  to  section  409  (Pet.  Br.  23).  The 
cited  legislative  history  is  of  no  relevance  here  as  it  deals  solely  with 
direct  interlocking  relationships  between  underwriters  and  another 
company  through  common  directors  or  officers.  The  Board  Jiere 
is  dealing  with  relationships  between  different  companies  created 
through  the  medium  of  representation  by  partners  of  underwriting 
firms. 

:t-  In  this  case  the  Board  approved  upon  due  showing  some  17  such 
relationships  and  disapproved,  as  adverse  to  the  public  interest,  only 
5  such  relationships  (App.  25,  26,  27).  Clearly  the  petitioner’s  as¬ 
sertion  that  the  Board’s  action  bars  two  members  of  any  underwrit¬ 
ing  firms  from  serving  as  directors  of  different  section  409  companies 
is  without  foundation  of  fact. 


matter  how  minor,  would  bring  a  situation  under  section  409 
(a).  But  it  does  urge  that  where  the  representation  is,  as 
here,  in  matters  comprising  an  important  element  of  t lie 
investment  firm’s  business,  the  Board  is  warranted  in  find¬ 
ing  that  a  representative  situation  within  the  intent  of  sec¬ 
tion  409(a)  is  present."'5  We  believe  such  an  application  of 
section  409(a)'51  to  be  wholly  consistent  with  its  language 
and  purpose.  Petitioners  urge  the  Court  to  write  in  restric¬ 
tions  not  required  by  the  language  and  which  as  pointed  out, 
supra,  pp.  15-17,  the  section  is  designed  to  prevent.35 


33  Section  409  covers  both  “representatives”  find  “nominees”.  The 
latter  term  has  been  held  to  signify  one  designated  to  net  for  another 
in  a  limited  sense.  Schuh  Trading  Co.  v.  Commissioner  of  Internal 
Revenue ,  95  F.  2d  404.  411  (C.A.  7,  1938).  The  use  of  both  terms 
in  the  statute  would  indicate  that  they  arc  not  coextensive  in  mean¬ 
ing  and  that  one  is  intended  to  cover  situations  which  might  not  be 
encompassed  by  the  other.  The  term  “nominee”  would  appear  to 
include  those  situations  in  which  there  has  been  an  actual  designa¬ 
tion  while  the  term  “representative”  covers  those  in  which  as  here 
one  director  has  in  fact  acted  for  another. 

34  Petitioners  argue  that  the  Board’s  interpretation  is  contrarv  to 
the  precedent  set  by  the  Board  in  the  .4?'r  Lines  Negotiating  Con¬ 
ference  Agreements,  S  C.A.B.  354  (1947)  (Pet.  Br.  24).  That  case 
did  not  present  a  situation  comparable  to  the  present  one. 

The  primary  problem  before  the  Board  in  that  case  was  whether 
there  were  interlocking  relationships  subject  to  section  409  between 
the  Conference  and  its  air  carrier  members.  The  Board  found  that 
such  relationships  did  not  exist  because  the  Conference  was  not  a 
person  engaged  in  a  phase  of  aeronautics  within  the  meaning  of  that 
section.  This  issue  is  not  involved  in  the  present  case  as  the  Board 
has  not  held  that  there  are  relationships  subject  to  section  409  be¬ 
tween  the  Lehman  firm  and  other  companies. 

However,  petitioners  say  that  the  directors  of  the  Conference,  who 
were  also  officers  and  directors  of  air  carriers,  acted  on  behalf  of 
directors  of  other  air  carriers,  so  that  although  there  was  at  least  as 
much  of  a  “representative”  situation  as  here  exists,  the  Board  found 
no  interlocking  relationships  between  member  air  carriers  (Pet.  Br. 
24,  25).  This  argument  is  grounded  on  a  misconception  of  the  Con¬ 
ference  setup.  Even  if  a  director  of  the  Conference  who  was  also  a 
director  of  air  carrier  A  could  have  been  said  to  act  for  air  carrier  B 
on  the  board  of  the  Conference,  he  would  also  have  had  to  so  act  on 
the  board  of  air  carrier  A  to  bring  the  case  within  the  scope  of  the 
present  stiuation.  The  Board  found  no  evidence  of  such  representa¬ 
tion. 

35  Petitioners  throughout  their  brief  assert  that  the  Board  did  not 
make  findings  in  accordance  with  the  language  of  section  409(a), 
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II.  The  Board  Properly  Concluded  That  the  Applicants  Had 
Failed  to  Make  a  Due  Showing  That  an  Interlocking  Re¬ 
lationship  Between  Pan  American  and  United  Fruit 
Would  Not  Adversely  Affect  the  Public  Interest 

Mr.  Robert  Lehman  is  a  director  of  Pan  American,  an 
air  carrier  (App.  57).  He  was  also  elected  to  serve  as  a 
director  of  United  Fruit  Company,  a  common  carrier  en¬ 
gaged  in  steamship  operations  (App.  57,  58).  The  rela¬ 
tionship  thus  created  clearly  required  approval  under  sec¬ 
tion  409(a)(1)  of  the  Civil  Aeronautics  Act.  In  recogni¬ 
tion  of  this  fact,  the  air  carrier  and  Mr.  Lehman  filed  a  joint 
application  for  approval  of  the  relationship  (App.  56-80). 
Section  409(a)  requires,  as  a  condition  precedent  to  Board 
approval  of  an  interlocking  relationship,  a  due  showing 
that  the  public  interest  will  not  be  adversely  affected  thereby 
(Pet.  Br.  13).  Applicants  bear  the  burden  of  meeting  this 
statutory  requirement  by  an  affirmative  showing  rebutting 
cverv  reasonable  inference  that  situations  involving  actual 
or  potential  injury  to  the  public  interest  exist.  Ames — 
Continental  Interlocking  Relationships,  1  C.A.A.  498,  500 
(1939) ;  Darting -Canadian  Colonial  Interlocking  Relation¬ 
ships,  1  C.A.A.' 641,  647  (1940). 

After  full  public  hearing  on  the  application  the  Examiner 
made  detailed  findings  of  fact  from  which  he  concluded  that 
the  relationship  should  be  disapproved  because  of  conflicts 
of  interest  between  Pan  American  and  United  Fruit  arising 
out  of  competition  for  tourist  passenger  business  (App. 

but  merely  found  interlocking  relationships  to  exist  and  directed 
their  termination  (App.  4,  7.  8,  28.  29).  This  assertion  is  not  made 
for  the  purpose  of  arguing  any  technical  deficiency  in  the  Board’s 
order,  but  rather  in  an  effort  to  demonstrate  that  the  Board  could 
not  identify  who  were  principals  and  who  were  representatives,  and 
was  thus  proceeding  on  an  untenable  theory. 

Even  if  there  had  not  been  the  type  of  identification  stressed  by 
petitioner  it  would  not  demonstrate  any  error  in  the  Board’s  ap¬ 
proach.  There  is  nothing  inconsistent  with  section  409(a)  or  illogical 
in  a  situation  where  each  of  two  directors  of  different  air  carriers  are 
representatives  of  each  other.  However,  the  Board  did  specifically 
identify  the  relationships  subject  to  section  409(a)  and  which 
Lehman  partners  serving  as  directors  of  air  carriers  had  representa¬ 
tives  as  directors  of  other  section  409  companies  (App.  25-28). 


99 


99-108).  These  findings  and  conclusions  were  adopted  by 
the  Board  (App.  125).  Petitioners  Pan  American  and  Mr. 
Lehman  contend  that  the  evidence  required  approval  of 
the  relationship.30 

The  Board  found,  Inter  alia,  that  United  Fruit,  which 
is  engaged  primarily  in  the  growing,  transportation,  and 
sale  of  bananas,  sugar  and  other  tropical  produce  (App. 
99),  also  operates  weekly  cruises  from  New  York  to  Havana 
and  the  Caribbean  area  (App.  100,  101).  During  1949 
United  Fruit  carried  14,920  cruise,  company,  and  other 
passengers  and  during  the  first  six  months  of  1950  some 
6,693  passengers,  of  which  the  bulk  were  cruise  passengers 
(App.  102).37  The  Board  further  found  that  Pan  American 
promotes  and  carries  tourist  travel  between  the  United 
States  and  Latin  America  under  excursion  fares  attrac¬ 
tive  to  tourists  who  are  potential  users  of  United  Fruit’s 
service  (App.  106,  107).  The  Board  concluded  that  the  two 
carriers  competed  for  tourist  travel  and  that,  in  the  ab¬ 
sence  of  benefits  outweighing  the  detriments  incidental  to 


a  director  serving  competing  interests,  an  interlocking  re¬ 
lationship  between  the  companies  should  not  be  approved 
(App.  108). 

Petitioners :w  make  a  twofold  attack  upon  the  Board’s 
conclusions.  They  contend  (1)  that  the  Board  was  not 
warranted  in  finding  that  Pan  American  and  United  Fruit 
operate  competitive  services,  and  (2)  that,  if  competition 
does  exist  between  the  two  companies,  it  is  of  such  a  minor 
degree  that  consistent  with  prior  Board  decisions  the  inter¬ 
locking  relationship  should  have  been  approved  (Pet.  Br. 
18,  19). 


The  issue  relates  solely  to  Case  No.  11.503.  In  their  petition  for 
review  the  individual  petitioners  in  Case  No.  11,500  raised  the  issue 
that  the  Board’s  disapproval,  as  adverse  to  the  public  interest,  of 
certain  of  the  relationships  arising  out  of  Lehman  partners  serving 
as  directors  of  various  section  409  companies  representing  other  Leh¬ 
man  partners  serving  as  directors  of  air  carriers  (App.  134)  was  un¬ 
supported  by  substantial  evidence  (App.  6).  However,  this  issue  is 
not  argued  in  petitioner’s  brief. 

37  Petitioner’s  brief  shows  that  during  the  whole  of  1950  United 
Fruit  carried  15,295  passengers.  (Pet.  Br.  31.) 

3s  Pan  American  and  Mr.  Robert  Lehman. 
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The  contention  that  the  Board  erred  in  finding  that  Pan 
American  and  United  Fruit,  operate  competitive  services 
is  based  on  the  argument  that  an  air  trip  to  Guatemala, 
which  takes  5  hours,  cannot  be  competitive  with  an  ocean 
cruise  of  11  to  18  days  duration  (Pet.  Br.  18,  19,  31,  32). 
The  argument  will  not  stand  analysis. 

The  Board  was  concerned  with  the  tourist  who  desires 
to  travel  to  the  Caribbean  area  or  generally  to  Latin 
America.  United  Fruit  offers  him  a  cruise  to  Guatemala 
and  back  with  time  at  sea  the  predominant  attraction!  Pan 
American  offers  him  a  variety  of  places  in  the  Caribbean 
area,  including  Guatemala,  singly  or  in  combination,  with 
travel  time  at  a  minimum  and  with  tourist  fares1  as  a 
further  attraction.  Both  services  are  designed  to  reach 
the  tourist  market.  The  difference  in  travel  time  involved 


may  have  a.  varying  effect  upon  the  choice  of  individual 
tourists,  but  it  obviously  does  not  eliminate  competition 
for  their  trade.  If  it  did,  then  no  surface  transportation 
is  competitive  with  air  transportation.  Speed  in  air  travel 
merely  introduces  a  new  competitive  element,  which,  when 
fares  are  as  here  on  a  competitive  level,  intensifies  rather 


than  reduces  competition.3** 


Petitioners’  argument  is  the 


same  as  that  rejected  by  the  Board  and  the  courts  as  to 


the  competitive  nature  of  transatlantic  air  and  surface 


t ransportation  services.-10 


:f!’  The  same  result  fellows  whether  Pan  American's  service  to  the 


entire  Caribbean  area  or  the  Guatemala  alone  be  considered,  al¬ 
though  we  believe  it  proper  to  take  into  account  the  air  service  to 
the  whole  area.  It  is  between  such  service  and  United  Fruit’s 


cruises,  which  are  only  incidentally  to  Guatemala,  that  the  tourist’s 
choice  lies — not  between  an  air  trip  or  a  sea  trip  to  that  country 


alone. 


40  Fan  American  Airways,  Inc.-United  States  Lines  Company 
Agreement,  S  C.A.B.  609  (1947)  at  pp.  613,  614,  where  the  Board 
found: 

IT.  S.  Lines  contends  that  the  speed  of  the  airplane  as  Com¬ 
pared  with  that  of  the  steamship  automatically  eliminates 
any  competition  between  the  two  as  to  passengers  desiring 
speed.  The  trip  by  air  with  Pan  American  takes  about  18  hours 
with  departures  twice  daily.  The  trip  by  steamship  with  II.  8. 
Lines  takes  about  a  week  with  a  departure  once  every  20  days. 
U.  S.  Lines  further  contends  that  this  field  of  competition  is 


24 


Petitioners  argue  that  even  if  the  two  services  are  com¬ 
petitive,  the  degree  of  competition  is  such  that  disapproval 
of  an  interlocking  relationship  betwen  the  two  companies 
is  inconsistent  with  the  Board  decision  in  Interlocking  Rela¬ 
tionships,  JIcLucas  at  al.y  G  C.A.B.  3J>9  (1945)  and  is  thus 
arbitrary  and  capricious  (Pet.  Br.  30-32).  The  alleged  in¬ 
consistency  is  that : 

(1)  the  Board  in  the  McLucas  case  found  that  the  car¬ 
riage  of  passenger  traffic  by  the  Pore  Marquette  Railroad 
between  Chicago  and  Detroit,  points  also  served  by  Ameri¬ 
can  Airlines,  amounting  to  only  3  per  cent  of  the  rail  car¬ 
rier's  total  revenue,  did  not  create  a  competitive  situation 
between  the  two  carriers  sufficient  to  warrant  disapproval 
of  an  interlocking  relationship  between  them,  whereas  here 
such  a  relationship  was  disapproved  when  the  revenue  from 
passenger  traffic  carried  by  United  Fruit  in  competition 
with  Pan  American  does  not  exceed  3  per  cent  of  the  steam¬ 
ship  company’s  net  income  (Pet.  Br.  30,  31) ; 

(2)  the  Board  in  the  Mr  Lucas  case  found  that  the  car¬ 
riage  of  summer  cruise  traffic  between  Detroit  and  Buffalo 
by  the  Detroit  and  Cleveland  Navigation  Company,  points 
also  served  by  American  Airlines,  did  not  create  a  competi¬ 
tive  situation  between  those  two  carriers  sufficient  to  war¬ 
rant  disapproval  of  an  interlocking  relationship  between 
them  whereas  here  such  a  relationship  was  disapproved 

actually  narrower  than  it  seems  because  most  persons  have 
definite  views  on  whether  they  desire  to  travel  by  air  or  by 
steamship.  They  say  that  even  those  passengers  without  defi¬ 
nite  convictions  in  this  matter  generally  decide  on  the  mode  of 
travel  before  entering  the  office  to  purchase  a  ticket. 

#****• 

The  arguments  as  to  the  nonexistence  of  competition  arc  not 
persuasive.  Competition  exists  even  though  the  advantages  of¬ 
fered  by  air  travel  differ  from  those  offered  by  sea.  Each  com¬ 
pany  involved  in  either  form  of  transportation  is  seeking  cus¬ 
tomers  from  the  same  market,  i.e.,  persons  having  reasons  to 
travel. 

The  Board's  action  in  disapproving  the  agreement  involved  was  sus¬ 
tained  on  judicial  review.  United  States  Lines  Company  v.  Civil 
Aeronautics  Board ,  165  F.  2d  S49  (C.A.  2,  1948). 
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because  of  competition  between  Pan  American  and  United 
Fruit  for  cruise  traffic  to  the  Caribbean  area  (Pet.  Br. 
30,  31). 

We  believe  that  petitioners’  contentions  represent  only 
a  superficial  comparison  of  the  two  cases.  In  the  present 
instance  there  is  no  question  that  Pan  American  and  United 
Fruit  are  directly  and  vigorously  competitive  for  tourist 
type  traffic  in  the  Caribbean  area.41  Pan  American  pub¬ 
lishes  fares  designed  to  reach  this  travel  market  and  is 
engaged  in  discovering  new  means,  such  as  “air  tour  fares”, 
to  effectively  increase  existing  participation  therein  (App. 
107).  United  Fruit  is  equally  engaged  in  promoting  and 
developing  this  market  (App.  403-405).  These  aims  di¬ 
rectly  conflict.  The  Board  is  concerned  not  only  with  exist¬ 
ing  conflicts,  but  also  with  those  that  may  reasonably  be 
anticipated  for  the  future.4-  The  competitive  situation 
between  Pan  American  and  United  Fruit  for  tourist  travel 
is  not  static.  The  volume  of  such  traffic  is  growing  and  both 
carriers  are  actively  developing  it.  It  is  a  reasonable  con¬ 
clusion  that  such  competition  will  become  intensified. i  Di¬ 
rectors  on  Pan  American’s  board  must  and  will  be  con¬ 
cerned  with  devising  methods  of  increasing  Pan  American’s 
penetration  of  the  tourist  market.  In  so  doing  such  di¬ 
rectors  need  to  be  free  of  any  conflicting  interest.43  On  the 
other  hand,  in  the  McLucas  case  it  was  self-evident  that 
American  Airlines  was  not  a  competitor  with  the  Detroit 
and  Cleveland  Navigation  Company  for  Great  Lakes  sum- 

41  Petitioners  in  their  brief  have  attempted  to  narrow  the  compe¬ 
tition  to  a  point  to  point  basis  between  the  United  States  and  Guate¬ 
mala  (Pet.  Br.  31),  but  it  is  apparent  that  the  competition  is  on  a 
broader  basis  and  extends  to  tourists  considering  travel  to  the  Carib¬ 
bean  area  (App.  107). 

4 ~  Pan-American  Airways ,  Inc.  an/}  John  \V„  Hanes  Interlocking 
Relationship,  8  CAB  617  (1947);  Pan  American  Airways,  Inc.- 
United  States  Lines  Agreement,  8  CAB  609  (1947);  United  States 
Lines  Company  v.  Civil  Aeronautics  Board,  165  F.  2d  849  (C.A.  2. 
1948) ;  American  Airlines  v.  Civil  Aeronautics  Board,  192  F.  2d  417, 
421  (C.A.  D.C.  1951).  | 

43  The  problem  is  not  a  question  of  the  personal  integrity  of;  the 
director  involved,  but  whether  the  potential  interests  of  the  two 
companies  may  be  in  conflict.  Pan  American  Airways,  Inc.  and  John 
W.  Hanes,  Interlocking  Relationship,  8  CAB  617,  619  (1947). 
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mer  cruise  traffic.  There  was  no  showing  that  the  air  car¬ 
rier,  as  here,  published  fares  designed  to  reach  such  traffic 
or  made  any  promotional  efforts  to  that  end.  Indeed,  it  is 
difficult  to  see  why  it  would  do  so.  An  air  trip  between 
Detroit  and  Buffalo  could  serve  hardly  any  of  the  purposes 
of  the  type  of  travel  that  would  take  a  Great  Lakes  cruise. 
However,  air  travel  to  overseas  points  can  and  is  reaching 
in  ever-increasing  numbers  the  type  of  traffic  that  would 
take  a  Caribbean  cruise. 

As  to  the  Pere  Marquette  railroad,  there  was  no  showing 
in  the  Mr  Lucas  case,  as  here,  of  any  real  competition  for  the 
traffic  involved.  At  the  time  of  that  case  rail-air  carrier 
competition  was  largely  limited  to  first-class  or  Pullman 
travel  and,  while  the  total  passenger  traffic  carried  by  the 
railroad  between  Chicago  and  Detroit  accounted  for  3%  of 
its  revenues,  there  was  no  evidence  that  the  Pere  Marquette 
carried  enough  of  first-class  traffic  between  those  points,  a 
short  run,  to  warrant  disapproval  of  the  relationship  in¬ 
volved  when  considered  in  the  light  of  the  evidence  as  to 
possible  benefits  to  American  Airlines.44  It  never  became 
necessary  for  the  Board  to  consider  this  relationship  in  the 
light  of  later  developments,  as  Mr.  McLucas  withdrew  in 
1948  from  American’s  board.4' 

In  any  event,  petitioners  have  failed  to  show  that  the  dis¬ 
approval  of  the  Pan  American-United  Fruit  interlocking 
relationship  is  not  warranted  on  the  facts  before  the  Board. 
Competition  present  and  potential  undoubtedly  exists. 
Looking  at  that  competition  in  the  context  of  their  ex- 

44  The  Board  found  (6  CAB  402)  that: 

American  states  that  in  consequence  of  the  importance  of 
Detroit  to  its  system,  it  is  advisable  to  have  a  director  on  its 
Board  from  that  city  and  that  the  achievements  of  McLucas  not 
only  in  the  business  connections  previously  mentioned,  but  as 
a  civic-minded  individual,  dictated  his  appointment. 

4"’  In  Docket  No.  3217  the  Board  had  before  it  the  question  of 
approving  the  continued  tenure  of  Mr.  McLucas  on  the  American 
board  when  the  Pere  Marquette  became  a  part  of  the  Chesapeake  <fc 
Ohio  system.  The  Board  indicated  that  it  could  not  approve  the 
relationship  without  hearing  and  Mr.  McLucas  resigned  his  Ameri¬ 
can  directorate. 


perience  with  sea-air  travel  competition,  the  Board  has 
concluded  that  the  petitioners  have  made  no  showing,  as 
required  by  statute,  sufficient  to  justify  the  conflicts  inherent 
in  the  situation.  This  is  a  judgment  peculiarly  dependent 
on  the  evaluation  of  all  factors  by  the  Board  which  should 
not  be  disturbed  in  the  absence  of  a  clear  showing  that  it  is 
unreasonable.40  Petitioners  have  made  no  such  showing. 


It  is  the  same  type  of  judgment  as  to  relationships  between  an 
air  carrier  and  a  surface  carrier  made  with  respect  to  Pan  Ameri¬ 
can’s  arrangements  with  United  States  Lines  Company  as  to  which 
the  United  States  Court  of  Appeals  for  the  Second  Circuit  declared 
( United  States  Lines  Company  v.  Civil  Aeronautics  Board ,  165  F. 
2d  849  (1947)  at  p.  852): 

Whether  in  the  end  the  continuance  of  the  present  agency 
(which  in  any  event  could  be  terminated  on  a  year’s  notice),  or 
the  setting  up  by  Pan  American  of  new  agencies  of  its  own.  is  in 
the  public  interest,  is  a  disputed  question  dependent  upon  such 
a  forecast  of  the  future  as  the  Board  is  entitled  to  make,  i  Like¬ 
wise,  whether  the  United  States  Lines,  which  is  in  a  competitive 
position,  is  the  most  desirable  agent  for  Pan  American— when 
the  agency  covers  most  of  Europe  and  would  thus  affect  an 
enormous  percentage  of  Pan  American’s  business  if  that  agent 
should  fail  in  diligence  or  loyalty — is  also  plainly  a  question  for 
the  Board.  While  it  is  not  suggested  that  failure  in  either  re¬ 
spect  is  likely,  we  think  there  can  be  no  doubt  that  the  decision 
whether  to  retain  an  agent  exercising  such  a  wide  authority  and 
subject  to  possible  temptation  to  be  more  diligent  in  its  own 
behalf  than  for  the  benefit  of  Pan  American  is  a  matter  for 
decision  of  the  Board  and  not  of  the  courts. 


i 


28 


CONCLUSION 

Upon  the  basis  of  the  foregoing  reasons  and  authorities, 
the  Board’s  order  should  be  affirmed. 

Respectfully  submitted, 

Newell  A.  Clapp, 

Acting  Assistant  Attorney  General. 

Daniel  M.  Friedman, 
Special  Assistant  to  the  Attorney  General. 

John  IT.  Wanner, 

Associate  General  Counsel. 

Emory  T.  Nunneley,  Jr., 

General  Counsel. 

James  L.  Highsaw,  Jr., 

Chief ,  Litigation  and  Research 
Division. 

Jerome  S.  Boros, 

Attorney , 

Civil  Aeronautics  Board. 


APPENDIX 


Part  251 — Prohibited  Interests;  Interlocking  Relation¬ 
ships 

Sec. 

251.1  Application  for  approval. 

251.2  Formal  requirements  of  applications. 

251.3  General  provisions  concerning  contents  of  appli¬ 
cations. 

251.4  Approval  of  system  of  affiliated  and  subsidiary 
companies. 

251.5  Supplements  to  applications. 

251.6  Uninterrupted  tenure;  no  new  applications  re¬ 
quired. 

251.7  Notice  of  changes  in  positions. 

251.8  Extent  of  authorization  to  hold  position. 

251.9  Revocation  of  authorization  to  hold  position. 

251.10  Effect  of  order.  i 

251.11  Reports.  i 

251.12  Prior  applications. 

251.13  Procedure  governing  disposition  of  applications. 

Authority:  §§251.1  to  251.13  issued  under  sec.  205,  52 
Stat.  984,  as  amended ;  49  U.  S.  C.  425.  Interpret  or  apply 
sec.  409,  52  Stat.  1001,  as  amended;  59  II.  S.  C.  489. 

Source:  §§251.1  to  251.13  contained  in  Regulations, 
Serial  No.  ER-146,  14  F.  R.  3543,  June  29,  1949. 

§251.1  Application  for  approval.  If  approval  by  the 
Board  is  desired  of  an  interlocking  relationship  which 
would  otherwise  be  prohibited  by  section  409(a)  of  the  act 
(referred  to  in  this  part  as  an  “interlocking  relationship”), 
an  application  for  such  approval  shall  be  filed  with  the 
Board  by  the  individual  (referred  to  in  this  part  as  the 
“individual  applicant”)  occupying  or  seeking  to  occupy 
the  interlocking  relationship  and  by  each  air  carrier  (here¬ 
inafter  in  this  part  referred  to  as  the  “air  carrier  appli¬ 
cant”)  in  which  such  individual  holds  or  seeks  to  hold  the 
position  of  officer  or  director.  At  their  election  such  appli¬ 
cants  may  join  in  a  single  application.  If  separate  appli¬ 
cations  are  submitted  it  is  desirable  that  all  shall  be  filed 
at  the  same  time.  An  application  may  incorporate  i  by 
specific  reference  current  information  contained  in  another 
application  in  the  same  matter  or  in  any  document  then;  on 
file  with  the  Board. 

§251.2  Formal  requirements  of  applications.  Applica¬ 
tions  filed  pursuant  to  this  part  shall  conform  generally  to 
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the  outline  set  forth  in  §251.3  and  to  the  requirements  of 
§302.3  of  this  chapter,  with  the  additional  requirement  that 
each  individual  verifying:  the  application  shall  include  in 
his  verification  a  statement  that  he  lias  personally  made  a 
careful  investigation  of  the  proposed  interlocking  relation¬ 
ship  and  that  the  application  includes  all  of  the  information 
required  by  this  part  and  that  it  contains  no  misleading 
statement  and  does  not  omit  information  which  would  tend 
to  show  that  the  public  interest  would  be  adversely  affected 
by  the  existence  of  the  proposed  interlocking  relationship. 
If  a  joint  application  is  filed  it  shall  be  verified  by  the  in¬ 
dividual  applicant  and  by  a  responsible  officer  of  each  air- 
carrier  applicant.  However,  any  individual  verifying  any 
such  joint  application  may  disclaim  responsibility  for  any 
statements  therein  except  statements  concerning  matters 
which  are  peculiarly  within  his  knowledge.  In  any  such 
case,  however,  every  allegation  contained  in  the  application 
shall  be  verified  by  one  or  more  qualified  individuals. 

§251.3  General  provisions  concerning  contents  of  appli¬ 
cations.  (a)  Each  application  (except  one  filed  pursuant 
to  §251.4)  shall,  among  other  things  include  the  following 
information : 

(1)  The  full  name,  place  of  residence,  and  citizenship  of 
the  individual  applicant; 

(2)  The  name  and  address  of  the  major  business  or  pro¬ 
fessional  activity  of  the  individual  applicant; 

(3)  A  complete  description  of  the  interlocking  relation¬ 
ship  for  which  approval  is  sought,  as  well  as  a  description 
of  any  other  interlocking  relationship  occupied  by  the  in¬ 
dividual  applicant  which  has  been  approved  by  the  Board, 
(This  description  shall  include  the  date  and  manner  of  the 
individual  applicant’s  election  or  appointment  to  the  posi¬ 
tion  or  positions  which  he  occupies  or  seeks  to  occupy,  and 
shall  state  the  name  or  names  of  the  persons  primarily 
responsible,  directly  or  indirectly,  for  his  election  or  ap¬ 
pointment.  It  shall  also  include  a  statement  of  his  present 
or  contemplated  duties  in  connection  with  the  interlocking 
relationship  for  which  approval  is  sought  and  the  approxi¬ 
mate  amount  of  time  devoted  or  expected  to  be  devoted 
thereto) ; 

(4)  The  name  of  the  person  or  persons,  if  any,  whom  the 
individual  applicant  represents  or  will  represent  on  the 
board  of  directors  of  each  air  carrier  applicant,  together 
with  a  statement  as  to  any  financial  interest  held  by  such 
person  or  persons  in  any  air  carrier,  common  carrier,  per¬ 
son  engaged  in  any  phase  of  aeronautics  otherwise  than  as 
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an  air  carrier,  or  person  whose  principal  business,  in  pur¬ 
pose  or  in  fact,  is  the  holding  of  stock  in,  or  control  of  any 
other  person  engaged  in  any  phase  of  aeronautics; 

(5)  The  name  and  address  of  each  business  (including 
but  not  limited  to  corporations,  partnerships,  trusts,  etc.) 
of  which  the  individual  applicant  is  an  officer,  director, 
partner,  trustee,  receiver,  manager,  attorney,  agent,  or  con¬ 
trolling  stockholder  or  employee,  the  general  character  of 
each  such  business  and  a  description  of  the  individual  appli¬ 
cant's  financial  interest  therein; 

(G)  A  complete  description  of  any  benefit  and  of  the 
amount  of,  and  basis  for,  any  money  or  thing  of  value  (i) 
received  by  the  individual  applicant  during  the  last  year 
from  each  air  carrier  applicant  and  from  any  person , with 
whom  the  individual  applicant  has  or  seeks  to  have  an  in¬ 
terlocking  relationship,  whether  for  services,  reimburse¬ 
ment  of  expenses  or  otherwise,  and  (ii)  which  the  applicant 
contemplates  receiving  from  any  such  person  during  the 
continuance  of  the  interlocking  relationship; 

(7)  The  names  and  titles  of  all  officers  and  directors  of 

each  air  carrier  applicant,  and  of  each  person  with  whom 
the  individual  applicant  has  or  seeks  to  have  an  interlocking 
relationship;  j 

(8)  With  respect  to  the  individual  applicant,  a  statement 
that  the  information  contained  in  the  most  recent  report 
filed  by  him  with  the  Board  pursuant  to  Part  245  of  this 
chapter  is  the  same  as  of  the  date  within  30  days  of  the 
filing  of  the  application  pursuant  to  this  part,  or,  if  such 
information  has  changed,  a  statement  setting  forth  the 
details  of  such  changes;  and  with  respect  to  each  officer 
and  director  of  each  air  carrier  applicant  other  than  the 
individual  applicant,  a  statement  that  there  is  presently  on 
file  with  the  Board  a  report  pursuant  to  Part  245  of  this 
chapter  for  each  such  individual  officer  or  director  (If  no 
such  report  is  on  file  with  reference  to  any  such  officer  or 
director,  including  the  individual  applicant,  it  shall  be  filed 
concurrently  with  the  application  pursuant  to  this  part) ; 

(9)  The  names  (i)  of  the  largest  stockholders,  not,  ex¬ 
ceeding  20,  who  hold  1  percent  or  more  of  the  voting 
capital  stock  of  any  air  carrier  applicant  and  (ii)  of  the 
largest  stockholders,  not  exceeding  20,  who  hold  1  per¬ 
cent  or  more  of  the  voting  capital  stock  of  any  person  with 
whom  an  interlocking  relationship  is  sought  by  such  ap¬ 
plication  to  be  approved;  together  with  the  number  of 
shares  of  each  class  of  stock  held  by  each  of  such  stock¬ 
holders  and  the  percentage  which  such  shares  bear  to 
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the  total  number  of  shares  of  the  same  class  authorized 
and  outstanding,  (If  all  or  any  part  of  such  shares  are 
held  for  the  account  of  any  person  other  than  the  holder, 
the  names  of  such  persons  shall  be  disclosed.  If  the  ap¬ 
plicant,  after  making  all  reasonable  efforts,  is  unable  to 
obtain  disclosure  of  such  information  with  respect  to  any 
of  the  persons  classified  under  subdivision  of  this  subpara¬ 
graph,  (ii)  the  application  shall  state  specifically  the  ef¬ 
forts  made  to  obtain  such  information  and  the  reason 
why  such  efforts  were  unsuccessful) ; 

(10)  A  description  of  the  shares  of  stock  or  other  inter¬ 
ests  held  by  each  air  carrier  applicant  or  for  its  account 
in  persons  other  than  itself ; 

(11)  A  full  description  of  any  professional,  financial  or 
other  business  transactions  or  arrangements  which  have 
been  entered  into  within  1  year  prior  to  the  date  of  the 
filing  of  the  application  by  each  air  carrier  applicant  with 
the  individual  applicant  and  by  each  air  carrier  applicant 
or  individual  applicant  with  any  person  with  whom  the 
individual  applicant  has  or  seeks  to  have  an  interlocking 
relationship,  together  with  a  full  statement  as  to  any  such 
transactions  or  arrangements  which  it  is  contemplated  may 
be  entered  into  while  such  interlocking  relationship  con¬ 
tinues. 

(b)  Each  application  shall  state  fully  such  further  facts 
as  the  applicants  respectively  deem  desirable  in  order  to 
show  that  the  public  interest  will  not  be  adversely  affected 
by  the  approval  by  the  Board  of  the  interlocking  relation¬ 
ship. 

§  251.4  Approval  of  system  of  affliated  and  subsidiary 
companies,  (a)  In  the  event  that  an  individual  occupies 
or  seeks  to  occupy  an  interlocking  relationship  falling  within 
the  purview  of  section  409(a)  of  the  act  which  involves 
only  the  holding  by  him  of  the  position  of  officer  or  director 
in  two  or  more  companies  within  the  same  system  of 
affiliated  and  subsidiary  companies  (as  defined  in  paragraph 
(b)  of  this  section),  an  application  for  approval  of  such 
relationship  need  not  comply  with  the  requirements  of 
§  251.3(a)  (11)  but  shall  comply  with  all  other  requirements 
of  that  section.  Such  application  shall  also  include: 

(1)  Such  information  as  is  necessary  to  disclose  the  fact 
that  the  companies  in  which  the  individual  applicant  oc¬ 
cupies  or  seeks  to  occupy  the  interlocking  relationships 

are  members  of  the  svstem  of  affiliated  and  subsidiary  com- 

*  • 

panies  as  defined  in  this  section,  and 
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(2)  A  statement  that  the  individual  applicant  does  not 
occupy  or  seek  to  occupy  any  interlocking  relationship 
falling  within  the  purview  of  section  409(a)  of  the  act 
other  than  those  within  the  same  system  of  affiliated  and 
subsidiary  companies. 

(b)  The  individual  applicant  may  include  in  any  appli¬ 
cation  made  by  him  pursuant  to  this  part  a  request  for  an 
order  authorizing  him  to  hold  generally,  in  addition  to  the 
positions  so  specifically  requested,  directorships  or  offices 
within  the  same  svstem  of  affiliated  and  subsidiary  com- 
panics,  and  it  shall  not  be  necessary  to  file  a  separate 
application  with  respect  to  each  such  relationship.  Any 
applicant  assuming  a  directorship  or  office  pursuant  to 
such  authorization  shall,  not  later  than  15  days  after  as¬ 
suming  such  directorship  or  office,  make  or  cause  to  be 
made  a  full  and  complete  report  thereof  to  the  Board.  As 
used  in  this  part,  the  term  “system  of  affiliated  and  sub¬ 
sidiary  companies”  shall  include  only  a  specified  company 
and  those  companies  of  which  it,  directly  or  indirectly, 
through  one  or  more  intermediate  companies,  owns  50  per¬ 
cent  or  more  of  the  voting  capital  stock  issued  by  such 
companies. 

§  251.5  Supplements  to  applications.  Applicants  under 
this  part  shall  upon  requests  of  the  Board  and  within  such 
time  as  may  be  allowed  supplement  any  application  with 
such  information  as  may  be  required  by  the  Board.  In 
the  event  of  any  substantial  change  in  the  information 
set  forth  in  the  application  prior  to  a  decision  by  the 
Board  upon  such  application,  either  by  reason  of  the  indi¬ 
vidual  applicant’s  election  or  appointment  to  another  posi¬ 
tion  or  positions  involving  an  interlocking  relationship  or 
otherwise,  the  application  shall  be  supplemented  by  such 
information  as  will  fully  describe  such  change.  Such  sup¬ 
plements  shall  complv  with  the  formal  requirements  of 
§  251.2.  i 

§  251.6  Uninterrupted  tenure;  no  new  applications  re¬ 
quired.  After  the  individual  applicant  has  been  author¬ 
ized  by  the  Board  to  hold  a  particular  position,  further 
application  in  connection  with  each  successive  term  will 
not.  be  required  so  long  as  he  continues  in  uninterrupted 
tenure  of  such  position,  unless  otherwise  ordered  by  the 
Board. 

§251.7.  Notice  of  changes  in  positions.  In  the  event  of 
the  individual  applicant’s  resignation,  withdrawal,  or  failure 
of  re-election  or  reappointment  with  respect  to  any  of  the 
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positions  for  which  authorization  has  been  granted  by  the 
Board,  or  in  the  event  of  any  other  material  or  substantial 
change  therein,  the  individual  and  each  air  carrier  applicant 
shall  promptly  and  not  more  than  30  days  after  any  such 
change  occurs  give  notice  thereof  to  the  Board,  setting 
forth  fully  the  details  of  any  such  change.  Such  notices 
shall  comply  with  the  formal  requirements  of  $  231.2,  except 
that  the  verification  may  be  in  simple  form. 

§  251.8  Extent  of  authorization  to  hold  position.  An 
order  by  the  Board  authorizing  an  individual  applicant 
to  hold  the  position  of  director  of  a  Company  will  be  con¬ 
strued  as  sufficient  to  authorize  him  to  serve  also  as  chair¬ 
man  of  the  board  of  directors  or  as  a  member  or  chairman 
of  any  committee  or  committees  of  such  board. 

<§,251.9  Revocation  of  authorization  to  hold  position. 
Any  order  issued  by  the  Board  pursuant  to  section  409(a) 
of  the  act  shall  be  subject  to  revocation  in  whole  or  in  part 
by  the  Board  at  any  time  if  it  deems  that  the  public  interest 
will  be  adversely  affected  by  the  holding  by  the  individual 
applicant  of  any  or  all  of  the  positions  authorized  to  be 
held  by  such  order.  It*  any  individual  or  air  carrier  ap¬ 
plicant  knowingly  or  wilfully  withholds  any  information 
called  for  by  this  part  or  any  other  information  which  may 
be  material  or  relevant  to  the  application,  or  misrepresents 
facts  disclosed  in  the  application,  such  omission  or  mis¬ 
representation  may  be  considered  sufficient  cause  tor  the 
immediate  revocation  of  any  such  order. 

<§  251.10  Effect  of  order.  Xo  order  of  the  Board  entered 
in  connection  with  any  application  filed  pursuant  to  this 
part  shall  constitute  approval  by  the  Board  of  any  inter¬ 
locking  relationship  which  was  not  fully  disclosed. 

<§  251.11  Reports.  An  individual  occupying  an  inter¬ 
locking  relationship  pursuant  to  authorization  of  the  Board 
may  be  required  to  file  such  periodic  or  special  reports 
as  the  Board  may  deem  necessary. 

<§251.12  Prior  applications.  Any  application  filed  prior 
to  March  10,  1942  shall  not  be  subject  to  the  provisions  of 
this  part,  except  to  the  extent  that  the  Board  may,  by  ap¬ 
propriate  request,  in  particular  cases  require  compliance 
with  anv  specific  provision  or  provisions  hereof. 

<§  251.13  Procedure  poverninn  disposition  of  applicat ions. 
(a)  Each  application  will  be  docketed  as  received  and  appli¬ 
cants  will  be  advised  of  the  docket  number  assigned  thereto. 

(b)  If  the  Board  is  convinced  by  the  application  and  its 
consideration  and  investigation  thereof  that  applicants  have 
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made  a  due  showing  that  the  public  interest  will  not  be 
adversely  affected  by  the  interlocking  relationships  for 
which  approval  is  sought,  an  order  of  approval  will  be 
entered. 

(c)  If  the  Board  is  not  convinced  that  applicants  have 
made  a  due  showing  applicants  will  be  advised  to  that 
effect  by  letter.  Thereupon  applicants  may  tile  withi  the 
Board  a  petition  in  the  proceeding  for  leave  to  withdraw 
the  application,  may  request  that  the  application  be  as¬ 
signed  for  hearing,  or  may  submit  within  a  reasonable 
time  to  be  fixed  by  the  Board  such  additional  information 
as  they  believe  will  result  in  a  due  showing. 

(d)  In  tlie  event  additional  information  is  submitted, 
the  Board  reserves  the  right  to  assign  the  application  for 
hearing  on  its  own  initiative  or  to  enter  an  order  of  ap¬ 
proval  or  disapproval  in  accordance  with  its  determina¬ 
tion  that  a  due  showing  has  or  has  not  been  made. 

(e)  The  Board  further  reserves  the  right  to  vary  the 
procedure  herein  set  forth  insofar  as  necessary  or  de¬ 
sirable  in  disposing  of  any  particular  application. 
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No.  11,500. 


No.  11,503. 


REPLY  BRIEF  FOR  PETITIONERS  IN  NO.  11,500 


In  Reply  to  Respondent’s  Point  I. 


In  Point  I  of  onr  brief  we  set  forth  our  contentions  as 
to  the  meaning  and  intent  of  section  409(a)  of  the  Civil 
Aeronautics  Act  and  particularly  of  the  decisive  portion 
which  contains  the  words:  “*  *  #  a  representative  or 
nominee  who  represents  such  person  as  an  officer,  director 
or  member  *  *  We  contended  for  the  normal  meaning, 
supporting  our  argument  by  the  normal  aids  to  judicial 
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interpretation.  Respondent’s  restatement  of  onr  position 
has  put  such  a  gloss  on  it  as  to  alter  it  entirely.  So  that 
our  position  will  not  be  misunderstood,  we  shall  here  again 
attempt  to  state  what  we  believe  Congress  meant  when  it 
enacted  section  409(a). 

The  plain  language  of  the  statute,  a  contrast  of  it  with 
other  Acts  of  Congress,  and  such  judicial  authority  and 
legislative  history  as  are  available,  require  the  conclusion 
that  a  director  is  not  a  “representative”  of  some  other 
person  if  he  is  not  in  some  way  a  deputy  of,  or  under  the 
control  of  and  answerable  to  such  other  person  for  his 
acts  as  a  director.  This  is  entirely  consistent  with  the 
main  features  of  the  dictionary  definition  of  “representa¬ 
tive”*  and  of  the  definition  attributed  to  the  term  by  the 
Supreme  Judicial  Court  of  Maine.** 

Respondent,  in  its  restatement  of  our  contention,  says 
(Res.  Br.,  p.  12):  “petitioners  say  that  before  a  relation¬ 
ship  covered  by  section  409(a)  can  arise  the  director-partner 
must  act  as  a  representative  of  his  other  director-partners 
not  only  with  respect  to  some  things  but  must  do  so  with 
respect  to  all  things  and  must  in  effect  be  a  complete 
puppet.” 

But  it  is  evident  that  petitioners  have  not  gone,  and 
need  not  go,  to  any  such  extremes.  Since  we  do  not  concede 

*  In  our  main  brief  (p.  25,  ftn.),  we  cited  the  dictionary  defini¬ 
tion  of  a  “representative”.  Respondent  says  that  the  “ordinary 
meaning”  of  the  term  is  somethin"  quite  different  (Res.  Br.,  p.  12). 
Although  it  cites  no  authority  for  its  own  definition,  respondent 
brushes  aside  the  dictionary  definition  as  containing  only  “one  of 
the  many  possible  meanings”  (Res.  Br.,  ftn.  17).  But  it  seems 
strange  that  among  the  many  possible  meanings  claimed,  respond¬ 
ent’s  conception  of  the  ordinary  meaning  is  not  to  be  found  in 
Webster’s  definition  of  the  term.  In  addition  to  the  definition  we 
cited  at  page  25  of  our  brief,  the  other  main  definition  in  Webster’s 
is  “A  person  or  thing  that  represents,  or  stands  for,  a  number  or 
class  of  persons  or  things,  or  that  in  soync  way  corresponds  to,  stands 
for,  replaces,  or  is  equivalent  to,  another  person  or  thing;  *  *  *” 
(Emphasis  supplied,  Webster’s  New  International  Dictionary,  2d 
Ed.,  1951,  p.  2114). 

**  Gilman  v.  Jack, . Me . ,  91  A.  2d  207  (1952)  which 

we  cited  and  discussed  at  pages  26-27  of  our  brief.  We  regard 
respondent’s  attempted  distinction  of  this  case  (Res.  Br.,  p.  18,  ftn. 
30)  as  specious  for  reasons  to  be  discussed  later  in  this  brief. 
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that  any  director-partner  in  this  case  ever  had  or  ever 
was  a  representative  of  another  “with  respect  to  some 
things”  there  was  no  occasion  to  go  to  such  lengths.!  Our 
position  was  and  is  that  there  is  no  evidence  in  this  record 
and  there  is  no  finding  that  any  petitioner  was  ever  bound 
to  act  as  deputy  for  another  in  any  matter  that  ever 
came  before  the  board  of  directors  of  any  of  the  companies 
here  involved.  Similarly,  there  is  neither  evidence  nor 
finding  that  any  petitioner  was  ever  under  the  control  of 
or  answerable  to  any  other  person  in  any  such  matter.  In 
the  absence  of  any  such  evidence  or  finding,  the  Board 
plainly  exceeded  its  power  when  it  concluded  that  peti¬ 
tioners  were  “representatives”  within  the  meaning  of 
section  409(a). 

While  the  Board  found  that  petitioners  “act  as  repre¬ 
sentatives  of  the  other  partners  of  Lehman  Brothers  who 
serve  as  directors  of  air  carriers”  (App.  134)  this  finding 
was  expressly  “limited  to  such  action  as  a  partner  may 
take  in  securing  business  for  the  [banking]  firm”  (App. 
91).  This  is  quite  inadequate  to  bring  petitioner  within 
t he  statute.  It  was  not  a  finding  that  managerial  authority 
of  two  aeronautical  or  carrier  companies  was  for  any 
purpose  being  reposed  in  any  single  person,  either  directly 
or  vicariously.* 

That  Congress  did  not  intend  to  prohibit  a  banker- 
director  from  attempting  to  secure  business  for  his  firm 
is  evident  from  section  409(b)  of  the  Act  which  proscribes 
only  the  sharing  by  a  director  of  an  air  carrier  in  the 
proceeds  of  the  negotiation,  hypothecation  or  sale  of  secu¬ 
rities  issued  by  his  company.**  There  is  no  suggestion 

*  Bv  reference  to  the  legislative  history  of  section  409(a),  we 
showed  in  our  main  brief  (pp.  22-23)  that  all  the  provisions  of  the 
section  were  designed  to  prohibit  “any  person  from  occupying  the 
position  of  officer  or  director  of  more  than  one  air  carrier!  or  any 
air  carrier  and  an  aeronautical  company,  unless  such  relationship  is 
approved  by  the  [  Board  b”  The  relationship  thus  sought  to  he 
avoided  can  not  arise  at  all  when  the  alleged  acts  of  representation 
are  limited  to  transactions  not  common  to  the  two  air  carriers  or 
aeronautical  companies. 

i 

**  We  pointed  out  in  our  main  brief  (p.  23)  that  a  bill  designed 
to  change  this  Congressional  policy  failed  of  enactment  in  1943. 
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in  this  record  that  any  of  the  petitioners  has  ever  shared 
in  snch  proceeds  (App.  89). 

We  do  not  wish  to  be  understood  as  arguing  that  some 
formal  act  is  necessary  to  establish  that  a  particular 
director  is  a  representative  of  some  other  person  within 
the  meaning  of  the  Act.  It  may  he  assumed  that  there  are 
a  variety  of  ways  in  which  a  director  can  become  a  deputy 
or  submit  himself  to  the  control  of  another.  Nor  do  we 
suggest  that  a  representative  within  the  meaning  of  the 
Act  must  he  such  throughout  his  tenure  as  director ;  it  may 
be  assumed  that  either  direct  or  circumstantial  evidence 
could  in  some  given  instance  establish  a  change  of  status 
in  this  respect.  In  such  an  instance  it  would  behoove  the 
Board  to  make  findings  which  would  show  precisely  what 
evidence  was  being  relied  on  for  the  conclusion  that  the 
status  of  a  representative  in  the  statutory  sense  had  sprung 
into  being. 

In  this  respect  it  seems  obvious  that  ordinary  concepts 
of  due  process  would  demand  that  each  alleged  representa¬ 
tive  relationship  should  be  tried  on  its  own  facts.  For  this 
reason  it  is  entirely  irrelevant  to  hrge,  as  the  respondent 
does  (Res.  Br.,  pp.  12-13),  that  in  certain  companies  not 
involved  in  this  proceeding  Lehman  partners  sitting  as 
directors  have  been  regarded  as  representatives  of  their 
firm.  The  distinction  is  made  by  Judge  Learned  Hand  in 
Rattner  v.  Lehman,  193  F.  2d  564  (C.  A.  2,  1952)  cited  by 
us  at  page  27  of  our  brief.  Judge  Hand  there  recognized 
that  one  jural  relationship  might  arise  when  a  Lehman 
partner  sits  on  a  board  of  directors  and  that  quite  another 
jural  relationship  would  follow  if  the  Lehman  partner  had 
been  “deputed”  by  the  firm  “to  represent  its  interests  as 
a  director  on  the  board”.,  The  very  fact  that  in  some 
instances  the  Lehman  firm  frankly  identifies  its  representa¬ 
tives  can  hardly  be  treated  as  evidence  that  a  representa¬ 
tive  status  exists  when  there  has  been  no  such  identifica¬ 
tion.* 

•  The  instance  concerning  Mr.  Thomas  cited  by  respondent  at 
page  13  and  in  footnote  20  of  its  brief  was  not  relied  upon  by  the 
Examiner  or  the  Board  as  evidence  of  a  representative  status  in  that 


The  legislative  history  of  section  409(a)  provides  com¬ 
plete  support  for  our  construction  of  it.*  The  assertion  by 
respondent  that  the  revealing  testimony  of  Mr.  Hester  (the 
Assistant  General  Counsel  of  the  Treasury  Department) 
before  the  House  Committee  ‘ 1  does  not  reflect  the  views  of 
even  the  particular  Committee,  much  less  the  Congress” 
(Res.  Br.,  p.  18)  completely  disregards  the  facts  that  the 
bill  was  regarded  as  “an  administration  bill”  and  that 
Representative  Lea,  Chairman  of  the  House  Committee 
which  sponsored  the  House  bill,  acknowledged  the  close 
collaboration  of  the  interdepartmental  committee  in  the 
preparation  of  the  bill  (See  references  cited  in  our  brief  at 
p.  22 ;  also  Hearing  before  House  Committee  on  Interstate 
and  Foreign  Commerce  on  H.  R.  9738,  75th  Cong.,  3rd  Sess. 
[1938],  p.  36).** 


particular  instance.  Moreover,  as  the  Examiner  found,  the  record 
disclosed  no  instance  in  which  “any  partner  acting  as  a  director  has 
failed  to  exercise  his  independent  judgment”  (App.  88-89  ).> 

*  This  legislative  history  is  summarized  at  pages  21-23  of  our 
brief.  Respondent  has  not  even  attempted  to  deal  with  our  com¬ 
parison  of  the  original  Senate  and  House  bills  which  of  course 
constitute  a  significant  part  of  the  legislative  history  of  the  Act. 

**  The  importance  of  Mr.  Hester’s  position  in  drafting  H.  R.  9738 
is  shown  by  the  fact  that  Chairman  Lea  of  the  House  Committee 
noted  that  the  bill  recommended  by  the  interdepartmental  com¬ 
mittee  was  filed  as  a  subcommittee  print;  and  that  “what  we  have 
tried  to  work  out  is  something  that  would  bring  these  departments 
into  harmony  and  have  them  support  a  bill  that  would  properly 
take  care  of  aviation  •  *  (See  Hearings  Before  House  Com¬ 
mittee  on  Interstate  and  Foreign  Commerce  on  H.  R.  9738,  75th 
Cong.,  3rd  Sess.  [1938],  pp.  70-71). 

The  following  colloquy  during  the  same  hearings  between  Mr. 
Mapes,  a  member  of  the  Committee,  and  Mr.  Hester  is  also  signi¬ 
ficant  (ibid,  p.  4S)  : 

‘  ‘  Mr.  Mapes :  Rumor  has  it  that  you  had  a  good  deal  to 
do  with  the  draftsmanship  of  the  bill.  Is  that  correct? 

Mr.  Hester:  Well,  I  was  assigned  as  Mr.  Gibbons’  alter¬ 
nate  on  the  [Interdepartmental]  Committee,  and  it  so 
happens  that  I  do  legislative  work  in  the  Treasury  Depart¬ 
ment.  Consequently,  the  Committee  assigned  the  task  of 
drafting  a  bill  to  a  drafting  subcommittee  of  which  I  was 
chairman  *  * 

Following  the  passage  of  the  Civil  Aeronautics  Act  of  1938,  Mr. 
Hester  served  as  the  first  Administrator  of  the  Civil  Aeronautics 
Authority.  (First  Annual  Report  of  the  Civil  Aeronautics  Author¬ 
ity  [1939],  p.  ii ;  Second  Annual  Report  [1940],  p.  2). 
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An  analogous  situation  was  before  the  Supreme  Court 
in  Davies  Warehouse  Co.  v.  Bowles ,  321  IT.  S.  144  (1944). 
There  Air.  Leon  Henderson,  an  employee  of  the  executive 
department,  had  been  one  of  the  authors  of  the  bill  which 
ultimately  became  the  Federal  Emergency  Price  Control 
Act.  The  Supreme  Court  relied  heavily  on  Mr.  Henderson’s 
testimony  before  the  Congressional  Committee  which  was 
considering  the  bill.  In  this  connection  the  Court  said 
(pp.  150-151,  footnotes  in  original  omitted) : 

“Legislative  history  is  unequivocal  in  its  showing 
that  rates  already  subject  to  state  regulation  as 
public  utility  rates  were  not  considered  in  need  of 
further  control.  Mr.  Leon  Henderson,  one  of  the 
authors  of  the  bill  and  the  first  Price  Administrator, 
gave  as  reasons  for  exempting  utilities  that  they 
seemed  to  be  under  an  adequate  system  of  state 
regulation;  that  this  was  an  area  not  likely  to  give 
difficulty  or  to  cause,  so  far  as  could  then  be  seen, 
any  inflationary  trend;  that  utilities  had  problems 
peculiar  to  themselves  and  no  further  regulation 
seemed  necessary;  and  that  he  had  found  the  agencies 
in  control  of  utility  rates  ‘just  as  earnest  as  we  are 
about  keeping  these  costs  down’. 

Under  these  circumstances  the  reasonable  view 
appears  to  be  that  Congress  by  the  term  ‘public 
utilities’  exempted  those  whose  charges  already  were 
regulated  as  public  utilities  and  hence  were  not 
probable  sources  of  inflationary  dangers.  #  *  *” 

The  decision  of  the  Court  was  in  accord  with  the  conclu¬ 
sion  suggested  in  the  foregoing  quotation  for  it  held  that 
a  public  warehouse,  which  was  subject  to  comprehensive 
regulation  under  the  Public  Utilities  Act  of  California, 
was  exempt  from  the  Federal  Emergency  Price  Control 
Act. 

In  accord  with  the  Davies  Warehouse  case  on  this  point 
is  the  decision  of  this  Court  in  Air  Line  Dispatchers  Ass’n. 
v.  National  Mediation  Board.  S9  App.  D.  C.  24,  29;  189 
F.  2d  6S5,  690  (1951),  cert,  den.,  342  U.  S.  S49. 
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In  view  of  the  circumstances  attending  Mr.  Hester’s 
participation  in  the  development  of  the  Civil  Aeronautics 
Act,  his  contemporaneous  construction  of  section  409(a) 
should  be  regarded  as  throwing  a  significant  light  on  the 
meaning  of  the  statutory  words.  Certainly  it  should  not 
be  disregarded  in  favor  of  mere  unsupported  generaliza¬ 
tions  which  are  now  advocated  as  “the  basic  purposes  of 
section  409”  (Res.  Br.,  p.  13).  Respondent  purports  to 
find  these  basic  purposes  not  in  the  language  of  section 
409(a)  itself  nor  in  its  origin  but  in  the  language  of  other 
sections  of  the  Act  (wThich  do  not  deal  at  all  with  inter¬ 
locking  directorships)  and  in  assertions  such  as  that  “con¬ 
flicts  of  interest  clearly  are  present”  and  that  Lehman 
partners  “have  an  incentive  to  use  their  influence”  (Res. 
Br.,  p.  15).  Petitioners  do  not  for  a  moment  concede  that 
such  conflicts  of  interest  or  incentives  to  use  influence  in 
fact  exist.  But  in  any  event  the  Board  was  without  juris¬ 
diction  to  inquire  into  or  speculate  upon  their  existence  or 
non-existence  unless  it  could  first  properly  find  that  any 
of  the  petitioners  had  a  representative  upon  the  board  of 
a  company  other  than  the  one  in  which  he  himself  served 
as  a  director. 

Respondent  in  effect  would  invert  the  process  mandated 
by  the  statute.  For  the  statute  does  not  authorize  the 
Board  to  go  at  large  and  inquire  as  to  whether  the  alleged 
relationship  will  adversely  affect  the  public  interest  except 
in  situations  in  which  a  person  himself  holds  two  director¬ 
ships  or  has  “a  representative  or  nominee  who  represents” 
him  as  an  officer,  director,  or  member  in  a  carrier  or  aero¬ 
nautical  company.  If  respondent’s  argument  were  to  be 
adopted,  the  Board  would  first  determine  whether  there 
were  any  “threats  to  the  public  interest  with  which  Congress 
was  concerned  in  the  enactment  of  section  409(a)”  (Res. 
Br.,  pp.  15-16)  and,  if  any  were  discovered,  then,  according 
to  respondent,  it  would  follow  that  a  representative  rela¬ 
tionship  exists.  Whatever  may  be  said  in  favor  of  or 
against  the  application  of  such  standards  where  administra¬ 
tive  bodies  are  subject  only  to  broad  legislative  directives, 
they  are  not  the  standards  laid  down  by  Congress  in  this 
statute. 
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“  Legislation  introducing  a  new  system  is  at 
best  empirical,  and  not  infrequently  administration 
reveals  gaps  or  inadequacies  of  one  sort  or  another 
that  may  call  for  amendatory  legislation.  But  it  is 
no  warrant  for  extending  a  statute  that  experience 
may  disclose  that  it  should  have  been  made  more 
comprehensive.  ‘The  natural  meaning  of  words  can¬ 
not  be  displaced  by  reference  to  difficulties  in  admin¬ 
istration.’  Commonwealth  v.  Grunseit  (1943)  67 
C.  L.  R.  58,  80  #  *  ( Addison  v.  Holly  Hill  Co., 

322  U.  S.  607,  617  [1944]). 

In  disregard  of  this  principle,  respondent  claims  that 
“Section  409(a)  is  designed  to  prevent  situations  where 
there  may  be  a  possibility  of  conflicting  interests  arising 
from  interlocking  relationships”  (Res.  Br.,  p.  18).  The 
short  answer  to  this  effort  to  add  to  or  elide  the  express 
language  of  the  statute  is  that  Congress  has  never  had  any 
difficulty  in  expressing  such  a  wholesale  design  when  it 
intended  to  do  so,  as  we  pointed  out  in  our  original  brief 
(pp.  25-26). *  If  respondent  were  to  have  its  way  the  words 
“representative  or  nominee  who  represents  such  person  as 
an  officer,  director,  or  member”  would  mean  exactly  the 
same  thing  as :  any  person  who  stands  in  such  relation  to 
a  company  “that  there  is  liable  to  be  *  *  #  an  absence  of 
arm’s  length  bargaining  in  transactions  between  them” 
which  are  the  words  found  in  section  2(a)  (11)  (D)  of  the 
Public  Utility  Holding  Company  Act  of  1935.  The  two 
parts  of  the  equation  are  simply  not  equal. 

*  A  very  close  analogy  is  to  be  found  in  the  February  2,  1953 
decision  of  the  Supreme  Court  of  the  United  States  in  National 
Labor  Relations  Board  v.  Dant.  There  Mr.  Justice  Frankfurter, 
writing  for  a  unanimous  Court,  rejected  the  employer’s  argument 
that  the  Labor  Board’s  construction  of  the  relevant  section  of  the 
Labor  Management  Relations  Act  would  weaken  its  “overall  pur¬ 
pose”  and  held  that,  under  the  facts  there  presented,  “the  sought- 
for  congressional  intent  is  found  in  the  language  of  the  Act”.  The 
Court  noted  that  if  Congress  had  intended  the  result  urged  by  the 
employer,  “it  would  have  been  a  simple  matter”  to  have  stated 
such  an  intention. 
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Respondent  in  effect  says  first  that  they  are  equal  but 
then  says  that  the  cited  provision  of  the  Public  Utility 
Holding  Company  Act  is  broad  enough  to  include  “all 
those  who  might  have  a  community  of  interest  with  a  speci¬ 
fied  company’’  whereas  “section  409(a)  is  not  appropriate 
for  such  a  broad  purpose”  (Res.  Br.,  p.  18,  ftn.  29).  Yet  the 
Board  expressly  placed  its  decision  upon  its  conclusion  that 
there  was  “a  general  and  continuing  community  of  interest” 
among  the  petitioners  (App.  128).  The  present  recognition 
by  respondent  that  section  409(a)  is  not  appropriate  for 
such  a  broad  purpose  strongly  supports  the  conclusion  that 
the  Board  went  too  far. 

It  shows  that  the  Board’s  decision  is  an  attempt  to 
reach  a  result  which  Congress  was  apparently  unwilling 
to  reach — that  is,  to  prohibit  any  two  members  of  an 
underwriting  firm  from  serving  as  directors  of  different 
air  carriers  without  Board  approval.  Respondent  would 
avoid  the  force  of  this  logic  by  the  claim  that  the  Board’s 
decision  “is  based  solely  on  evidence  before  it  as;  to  the 
manner  in  which  a  particular  investment  firm  conducts 
its  business  and  the  relationship  thus  created  between 
the  firm’s  partners.  The  decision  would  be  applicable 
to  any  other  underwriting  firm  only  to  the  extent  that 
similar  evidence  of  its  operations  were  present”  (Res.  Br., 
p.  19).  This  claim  is  hardly  consistent  with  the  conclusion 
of  the  Examiner  that  his  findings  were  based  on  the  (‘possi¬ 
bility”  of  business  dealings  between  the  underwriting  firm 
and  the  air  carrier  (App.  94)  or  with  the  Board’s  conclu¬ 
sion  that  the  actual  evidence  of  independent  exercise  of 
judgment  by  Lehman  partners  acting  as  directors  “can¬ 
not  erase  the  amply  proven  fact  of  a  general  and  continuing 
community  of  interest  among  them”  (App.  12S). 

Indeed,  much  of  the  argument  in  the  immediately  pre¬ 
ceding  pages  of  respondent’s  brief  indicates  that  it  holds 
the  view  that,  to  bring  section  409(a)  into  operation,  it  is 
enough  to  show  that  “there  may  be  a  possibility  of  con¬ 
flicting  interests  arising  from  interlocking  relationships” 
(Res.  Br.,  p.  18).  The  ultimate  facts  before  the  Board 
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showed  that  petitioners,  being  reputable  bankers,  behaved 
in  precisely  the  manner  to  be  expected  of  reputable  bankers. 
Thus,  in  the  words  of  the  Examiner,  when  “a  company  of 
which  he  is  a  director  proposes  financing,  he  [the  Lehman 
partner]  would  endeavor  to  secure  the  underwriting  busi¬ 
ness  for  Lehman  Brothers  so  long  as  the  firm  could  do  as 
good  a  job  as  any  other  banking  firm”  (App.  S9).  Nothing 
in  the  six  findings  listed  at  pages  10  to  11  of  respondent’s 
brief,  and  so  heavily  relied  upon  by  it,  indicates  that  peti¬ 
tioners’  conduct  was  any  different  from  the  conduct  to  be 
expected  from  any  reputable  banker  serving  on  a  board 
of  directors.  The  Examiner  found  no  evidence  that  any 
petitioner  ever  derived  a  personal  profit  from  the  under¬ 
writing  business  of  his  carrier  company  and  therefore  con¬ 
cluded  there  was  no  suggestion  of  a  violation  of  section 
409(b)  of  the  Act  (App.  S9).  In  these  circumstances,  no 
present  protestations  can  serve  to  obscure  the  result  that 
the  principle  of  the  decision  of  the  Board  now  under 
review  would  prohibit  any  two  members  of  an  under¬ 
writing  firm  from  serving  as  directors  of  air  carriers  with¬ 
out  Board  approval. 

The  decision  in  Gilman  v.  Jack , . Me . ,  91  A. 

2d  207  (1902)  is  persuasive  authority  directly  in  point.  The 
issue  there  squarely  presented  to  the  court  was  whether 
under  a  statute  quite  like  section  409(a)  a  director  of  a 
registered  holding  company  was  a  “representative”  of 
those  who  held  the  same  views  as  he  did,  who  urged  him 
to  become  a  director  and  who,  by  their  votes,  assured  his 
election  as  such.  Those  facts  were  much  stronger  than 
the  facts  on  which  respondent  here  relies  (see  references 
to  record  at  Pet.  Br.,  p.  5)  and  yet  the  respondent  admits 
that  the  facts  in  the  Gilman  case  “clearly  would  not  support 
a  finding  of  representation”  (Res.  Br.,  p.  18,  ftn.  30).  In 
spite  of  this  admission,  respondent  attempts  in  its  Brief  to 
dispose  of  the  Gilman  holding  as  a  “dictum  *  #  *  by  a  state 
court  involving  a  Federal  statute  in  a  case  in  which  the 
Securities  and  Exchange  Commission  did  not  participate” 
(ibid.).  Examination  of  the  opinion  shows  this  to  be  rather 
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cavalier;  the  holding-  was  not  “dictum”  and  was  made  by 
an  appellate  court  of  competent  jurisdiction  which  had  the 
duty  of  construing  and  applying  the  particular;  statute 
invoked. 

More  recently  respondent  has  sought  to  minimize  that 
decision  by  another  approach,  no  less  puzzling.  It  now 
informs  us  by  letter  that  it  has  applied  to  the  Securities 
and  Exchange  Commission  for  the  latter’s  interpretation 
of  that  statute  and  that  it  intends  to  submit  to  this  Court 
a  letter  of  December  9,  1952  written  by  that  Commission. 
T\  liile  we  doubt  that  such  a  solicited  interpretation,!  for  use 
in  litigation  by  another  agency,  would  if  issued  be  Entitled 
to  more  weight  than  a  considered  opinion  of  a  competent 
appellate  court,  it  is  noteworthy  that  the  interpretation 
obtained  is  completely  lacking  in  content  of  any  possible 
use  here.  The  letter  of  the  Securities  and  Exchange  Com¬ 
mission  merely  states  its  views  that  whether  a  particular 
individual  is  a  “representative”  is  “obviously  dependent 
upon  all  the  facts  and  circumstances  surrounding  both  the 
original  appointment”  and  the  existing  relationship.  As 
to  the  particular  issue  involved  in  Gilman  v.  Jack,  the  Com¬ 
mission  was  content  to  leave  it  “to  private  litigation”. 
Now  that  this  private  litigation  has  produced  a  result  in 
accord  with  the  position  taken  by  us,  we  are  at  a^  loss  to 
understand  how  respondent’s  correspondence  with  the 
Securities  and  Exchange  Commission  can  be  expected  to 
make  it  vanish. 

While  respondent  does  not  similarly  seek  to  brush  aside 
the  Board’s  own  decision  in  Airlines  Negotiating  Confer¬ 
ence  Agreements,  8  C.  A.  B.  354  (1947),  respondent’s 
attempted  distinction  of  that  decision  (Res.  Br.,  p.  20,  ftn. 
34)  lacks  substance.  It  appears  to  be  based  at  least  partlv 
upon  the  suggestion  that  because  “the  Conference  was  not 
a  person  engaged  in  a  phase  of  aeronautics”,  there  could 
be  no  interlocking  relationship  within  the  meaning  of  sec¬ 
tion  409(a).  Applying  the  same  reasoning  to  the|case  at 
bar,  Lehman  Brothers  is  not  a  person  engaged  in  a  phase 
of  aeronautics. 
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The  Board  noted  in  the  Conference  Agreements  case 
that  there  “no  carrier  places  in  the  control  of  any  other 
carrier  or  group  of  carriers  final  disposition  of  any  matter 
that  may  adversely  affect  its  separate  welfare”  (8  C.  A.  B., 
at  p.  357).  The  Board  thus  recognized  the  true  Congres¬ 
sional  intent  which  was  to  prevent  the  placing  of  the  affairs 
of  one  carrier  or  aeronautical  company  under  the  control 
of  another  such  company  or  one  of  the  latter’s  directors  or 
officers.  We  agree  with  respondent’s  statement  that  in 
the  Conference  Agreements  case  the  Board  found  no  evi¬ 
dence  that  any  director  of  the  Conference  who  was  also  a 
director  of  air  carrier  A  acted  for  air  carrier  B  when 
sitting  on  the  board  of  air  carrier  A.  But  it  is  equally  true 
that  the  Board  found  no  evidence  in  this  case  that  any 
Lehman  partner  ever  acted  for  air  carrier  B  when  sitting 
on  some  other  board.  The  attempted  distinction  therefore 
serves  only  to  strengthen  the  Conference  Agreements  case 
as  an  authority  favorable  to  petitioners. 

In  our  original  brief  we  set  forth  the  only  reasonable 
interpretation  of  section  409(a)  of  the  Act  and  we  demon¬ 
strated  that  it  was  required  by  the  plain  language  of  the 
statute,  by  contrast  of  it  with  other  statutes,  by  its  legis¬ 
lative  history  and  by  the  available  judicial  precedents. 
Each  of  those  four  points  is  rather  emphasized  than  refuted 
by  respondent’s  attempts  to  justify  the  inflated  powers 
which  were  exercised  here. 


In  Reply  to  Respondent’s  Point  II. 

Respondent  is  in  error  in  assuming  in  footnote  36  of 
its  brief  (p.  22),  that  petitioner  Robert  Lehman  does  not 
argue  in  No.  11,500  that  the  evidence  before  the  Board 
required  approval  of  the  holding  by  him  of  directorships 
in  both  Pan  American  and  United  Fruit  and  that  the  con¬ 
trary  conclusion  was  not  supported  by  substantial  evidence.* 

*  The  point  is  thoroughly  presented  in  Part  II  of  petitioners’ 
Statement  of  Case  and  in  Point  II  of  petitioners’  Argument.  Mr. 
Lehman  is  not  a  party  to  No.  11,503  and  appears  as  petitioner  only 
in  No.  11,500. 
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Respondent  and  petitioner  Lehman  seem  to  be  in  general 
agreement  on  the  proposition  that  the  validity  of  the  Board’s 
order  is  to  be  judged  by  the  principles  and  tests  announced 
by  the  Board  as  applicable  to  this  case.  This  is  in  accord 
with  the  holding  of  this  Court  in  Mississippi  River  Fuel 
Corp.  v.  Federal  Power  Commission,  82  App.  D.  C.  208,  224, 
163  F.  2d  433,  449  (1947) : 

“*  •  *  When  the  Commission  announces  prin¬ 
ciples  or  formulae  as  applicable,  the  validity  of  its 
order  can  be  determined  only  by  measuring  what  it 
does  against  the  principles  it  announces.  This  is  so 
not  only  upon  the  authority  of  Securities  Comm’n  v. 
Chenerv  Corp.  [31S  U.  S.  80,  87  (1943)],  but  because 
any  other  course  would  permit  an  administrative 
agency  to  announce  a  proper  principle  and,  under 
that  protection,  achieve  an  improper  result  by  unre¬ 
vealed  considerations  wholly  apart  from  the  an¬ 
nouncement.  The  prescribed  judicial  review  would 
be  set  wholly  at  naught  by  any  such  procedure.  In 
so  far  as  the  Commission  purported  to  act  upon  its 
own  informed  judgment,  apart  from  formulae  or 
general  principles,  its  findings  and  reasons  must 
be  clearly  and  completely  shown.” 

As  we  pointed  out  in  our  original  brief,  the  validity  of 
the  Board’s  order  in  this  case  cannot  be  upheld  when  it 
is  measured  against  the  principles  it  itself  announced  both 
in  this  case  and  in  the  earlier  case  of  Interlocking  Rela¬ 
tionships,  McLucas,  et  al.,  6  C.  A.  B.  399  (1945).  In  its 
effort  to  reconcile  the  conclusion  under  review  with  the 
Board’s  decision  in  the  McLucas  case,  respondent  says 
(Res.  Br.,  p.  26) :  “An  air  trip  between  Detroit  and  Buffalo 
could  serve  hardly  any  of  the  purposes  of  the  type  of 
travel  that  would  take  a  Great  Lakes  cruise.”  But  we  fail 
to  see  why  it  is  not  quite  as  true,  as  petitioner  contends, 
that  an  air  trip  between  New  Orleans  and  Guatemala  could 
hardly  serve  any  of  the  purposes  of  the  type  of  travel  that 
would  take  a  leisurely  Carribbean  cruise. 

We  shall  deal  in  a  moment  with  respondent’s  effort  to 
justify  the  Board’s  decision  upon  the  basis  of  its  “expert- 
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ness”  in  the  field  of  air  transportation.  But,  whatever 
expertness  the  Board  can  properly  claim,  it  has  not  gone 
as  far  by  decision  as  does  respondent  in  its  brief  when 
respondent  simply  assumes  that  “air  travel  to  overseas 
points  can  and  is  reaching  in  ever-increasing  numbers  the 
type  of  traffic  that  would  take  a  Caribbean  cruise”  (Res. 
Br.,  p.  26).  Nor  do  we  know  of  any  support  for  the  state¬ 
ment:  “The  volume  of  such  traffic  is  growing  and  both 
carriers  are  actively  developing  it”  (Res.  Br.,  p.  25).* 

While  attempting  to  distinguish  the  McLucas  case  upon 
the  ground  that  “there  was  no  showing  *  *  *  of  any  real 
competition  for  the  traffic  involved”  (Res.  Br.,  p.  26), 
respondent  chides  us  (p.  23)  for  saying  that  “there  is  no 
competition  in  any  real  sense  between  Pan  American  which 
provides  transportation  to  or  from  Guatemala  by  5-hour 
air  trip,  and  United  Fruit  which  provides  transportation 
to  that  point  only  by  11-day  or  lS-day  ocean  cruise”  (Pet. 
Br.,  pp.  31-32). 

We,  of  course,  were  not  relying  only  on  the  fact  that 
air  travel  is  speedier  than  ship  travel.  We  pointed  out  in 
our  brief  (pp.  11-12)  that  uncontradicted  evidence  before 
the  Board  had  established  that  passengers  traveling  on  the 
ships  of  United  Fruit  desired  a  slow  leisurely  vacation 
with  a  rest  on  the  water  and  that  the  exhibits  before  the 
Board  indicated  “that  the  time  spent  on  the  high  seas  is 
a  vacation  in  itself  and  is  an  important  essential  of  the  trip 
which  cannot  be  provided  by  Pan  American  airplanes”. 

Nothing  in  the  decision  of  the  Board  in  Pan  American 
Airways,  Inc. — United  States  Lines  Company  Agreement , 
8  C.  A.  B.  609  (1947)  detracts  from  the  argument  we  made. 
In  that  case  the  Board  was  called  upon  to  pass  on  the  validity 
of  an  agency  agreement  whereby  United  States  Lines  would 
act  as  exclusive  general  traffic  agent  for  Pan  American  in 

*  If  respondent  considered  it  proper  to  go  outside  the  record 
for  this  assertion,  it  should  have  noted  Ihe  fact  that  on  August  21, 
10.12  United  Fruit  announced  that  it  had  converted  four  of  its 
six  cruise  passenger  ships  to  express  freighters  carrying  only  12 
passengers,  thus  leaving  in  the  cruise  service  only  two  remaining 
large  passenger  vessels  sailing  fortnightly  from  New  Orleans.  But 
excursions  outside  the  record  on  appeal  are  hardly  a  proper  sub¬ 
stitute  for  evidence  and  findings. 
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many  European  countries.  The  Board  found  that  the  con¬ 
tract  was  adverse  to  the  public  interest  and  based  its  find¬ 
ings  upon  factors  which  are  in  no  way  present  here.  United 
States  Lines,  quite  unlike  United  Fruit,  was  engaged 
exclusively  in  the  business  of  operating  steamships.  Both 
Pan  American  and  United  States  Lines  operated!  routes 
between  the  northern  part  of  the  United  States  and  the 
northern  part  of  Europe.  In  contrast  with  the  McLucas 
case  and  the  case  at  bar  in  each  of  which  the  area  of  claimed 
competition  was  minor*,  United  States  Lines  had  realized 
one-third  of  its  gross  revenues  from  its  passenger  service 
and  was  recognized  by  the  Board  as  the  principal  American 
steamship  operator  in  the  North  Atlantic  Ocean  (8  C.  A. 
B.,  at  pp.  613-614).  Finally,  the  question  of  what  effect  on 
the  public  interest  results  from  an  agency  agreement 
directly  between  two  actively  competing  carriers  can  hardly 
be  likened  to  the  question  which  was  before  the  Board  in  this 
case  and  the  McLucas  case,  viz.,  whether  service  on  both 
boards  by  a  single  director  adversely  affects  the  public 
interest. 

i 

Respondent  says  that  in  any  event  the  expertness  of 
the  Board  in  this  field  justifies  the  contention  that  the  Court 
ought  not  to  disturb  its  judgment.  It  is  said  that  the 
Board’s  conclusions  were  based  on  “its  knowledge  of  air 
transportation”  and  upon  its  duty  “to  encourage  and 
develop  such  transportation  and  to  preserve  its  inherent 
advantages”  (Res.  Br.,  pp.  9-10). 

This  argument  faces  awav  from  the  growing  tendenev 
of  courts  “to  be  less  ready  to  yield  their  personal  judgment 
on  the  facts”  and  to  scrutinize  claims  of  expertness  of 
administrative  agencies  so  as  to  assure  adequate  judicial 
review. 

Very  recently  the  Supreme  Court  had  occasion  to  point 
out  that  Congress,  in  enacting  the  Administrative  Proced- 

*  In  McLucas  only  3%  of  the  total  revenues  of  the  Pere  Mar¬ 
quette  Railroad  was  derived  from  passenger  service  (App.  104)  ;  in 
this  case  it  is  indicated  (Pet.  Br.,  p.  31)  and  it  does  not  appear  to  be 
disputed  (Res.  Br.,  p.  24)  that  only  about  1Mj%  of  United  Fruit’s 
gross  receipts  was  derived  from  cruise  passengers. 
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ure  Act  of  1946,  had  evidenced  disapproval  of  the  manner 
in  which  some  of  the  United  States  Courts  of  Appeals  were 
applying  the  “substantial  evidence”  rule  when  reviewing 
decisions  of  administrative  agencies.  Universal  Camera 
Corp.  v.  National  Labor  Relations  Board,  340  U.  S.  474 
(1951).  The  Court  there  stated  that,  while  the  reformula¬ 
tion  of  the  “substantial  evidence”  test  in  terms  of  review 
of  the  “whole  record”  did  no  more  than  incorporate  what 
had  already  been  the  better  practice,  Congress  had  clearly 
directed  that  the  Federal  courts  “must  now  assume  more 
responsibility  for  the  reasonableness  and  fairness  of  *  *  * 
Board  decisions  than  some  courts  have  shown  in  the  past”; 
and  that  a  Board’s  findings  must  be  set  aside  when  not  justi¬ 
fied  “by  a  fair  estimate”  of  the  testimony  or  the  Board’s 
“informed  judgment  on  matters  within  its  special  com¬ 
petence”  or  both  (340  U.  S.  at  p.  490).  The  case  was 
remanded  to  the  Court  of  Appeals  for  reconsideration  in 
the  light  of  the  standards  it  had  enunciated.  Upon  remand, 
the  Court  of  Appeals  for  the  Second  Circuit,  through  Judge 
Learned  Hand,  summarized  the  basic  principle  as  follows 
( National  Labor  Relations  Board  v.  Universal  Camera 
Corp.,  190  F.  2d  429,  430  [1951] ) : 

“  *  *  •  not  only  were  they  [Courts  of  Appeals]  to 
look  to  the  record  as  a  whole,  but  they  were  to  be 
less  ready  to  yield  their  personal  judgment  on  the 
facts;  at  least  less  ready  than  many  at  times  had 
been.  Presumably  that  does  not  extend  to  those 
issues  on  which  the  Board’s  specialized  experience 
equips  it  with  major  premises  inaccessible  to  judges, 
but  as  to  matters  of  common  knowledge  we  are  to 
use  a  somewhat  stiffer  standard.  Just  where  the 
Board’s  specialized  experience  ends  it  may  no  doubt 
be  hard  to  say;  but  we  are  to  find  the  boundary  and 
beyond  it  to  deem  ourselves  as  competent  as  the 
Board  to  pass  upon  issues  of  fact.  *  *  *  ”* 

*  The  necessary  implication  of  a  recent  decision  of  this  Court 
is  to  the  same  effect,  United  States  v.  Interstate  Commerce  Com¬ 
mission,  . App.  D.  C . ;  198  F.  2d  95S  (1952),  cert,  den., 

Nov.  24,  1952. 
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When  these  standards  are  applied  to  the  case  at  bar, 
it  becomes  evident  that  the  judgment  of  the  Board  as  to 
the  degree  of  present  and  future  competition  between  Pan 
American  and  United  Fruit  was  not  truly  based  on  any 
“specialized  experience”.  The  advantages  and  disadvan¬ 
tages  of  vacations  at  sea  and  of  vacations  elsewhere  are  not 
“issues  on  which  the  Board’s  specialized  experience  equips 
it  with  major  premises  inaccessible  to  judges”.  Quite  to 
the  contrary,  they  are  issues  “as  to  matters  of  common 
knowledge”  to  which  this  Court  should  apply  “a  some¬ 
what  stiller  standard”.  The  Examiner’s  treatment  of  this 
subject  (App.  106-107)  does  not  indicate  that  he  decided 
this  issue  on  the  basis  of  any  expertness  beyond  that  to  be 
found  in  common  knowledge.  To  continue  borrowing  from 
the  language  of  Judge  Hand,  this  Court  should  deem  itself 
“as  competent  as  the  Board”  to  pass  upon  these  issues. 

When  the  Court  thus  declines  to  forfeit  its  own  judg¬ 
ment  on  a  matter  of  common  knowledge,  we  believe  it  must 
conclude  that  the  Board’s  order  on  this  matter  simply 
represented  an  arbitrary  omission  on  its  part  to  apply  its 
own  announced  principles  to  the  facts  before  it.  It  should 
be  held  to  them. 


Conclusion. 


Petitioners  are  entitled  to  the  relief  prayed  for  in 
petition. 


their 


Respectfully  submitted, 

Whitney  North  Seymour, 
Counsel  for  Petitioners  in  No.  11,500  i 

120  Broadway, 
New  York  5,  N.  Y. 

Simpson  Thacher  &  Bartlett,  j 

George  G.  Gallantz, 

James  L.  Parris,  j 
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